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PROBLEMS OF THE SCRAP-STEEL INDUSTRY—1959 


WEDNESDAY, JUNE 24, 1959 
U.S. Senate, 


SELEcT CoMMITTEE ON SMALL BusINgEss, 
SUBCOMMITTEE ON MoNnopoty, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 9:30 a.m., in room 424, 
Old Senate Office Building, Senator Russell B. Long presiding. 

Present: Senators Long, Schoeppel, and Javits. 

Also present: Walter B. Stults, staff director; Benjamin Gordon, 
economist, and 'T, Peter Ansberry, counsel. 

Senator Lona. I am going to call the meeting to order. Members 
of our staff usually prepare an opening statement. 

Today the Monopoly Subcommittee of the Senate Small Business 
Committee is conducting hearings as part of its study into the com- 
petitive and technological problems of the independent scrap-steel 
dealers. 

These problems are of two different types. On the one hand, there 
appears to be a decline in the general demand for scrap because of 
new techniques in the manufacture of steel. On the other hand, there 
appears to be increasing concentration and possible monopoly within 
the scrap-steel industry. 

Needless to say, our subcommittee favors technological progress. 
We are interested, however, in ascertaining the effect of such changes 
on the small businessmen in the scrap industry, with a view to facili- 
tating their adjustment to the new technological situation. 

We are also interested in studying the market conditions of this 
particular industry to determine the extent to which they foster con- 
centration. 

Iam going to read the Reorganization Act, section 133(e) : 2 

Each such standing committee shall, so far as practicable require all witnesses 
appearing before it to file in advance written statements of their proposed testi- 
mony and to limit their oral presentations to brief summaries of their argument. 
The staff of each committee shall prepare digests of such statements for the use 
of committee members. 

That is the law, ladies and gentlemen, and that is the law because 
Congress is busy and we have work to do. Senator Vandenberg once 
said a man should not try to serve on more than one major committee. 
Most Senators ignore that advice and try to serve on more than one. 
Ido, as well. The Senate Finance Committee is meeting today. This 
afternoon the Senate Foreign Relations Committee is meeting. The 
Finance Committee has a $3,100 million bill before it. It is going to 
have significant amendments offered to it, and I hope to vote on those 
amendments. I was urged by the independent scrap dealers to call 
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this hearing. They said they thought they were going to need a hear- 
ing, and, under the Constitution, they are entitled to a hearing if they 
think they are in trouble. This committee was set up for such hear- 
ings, but we are given a law to go by so, as busy Senators, we may 
attend a hearing and, in addition, do something else during that day. 
I was given three prepared statements by those complainants, and that 
is all I shall hear, because I am going to use that act to permit me to 
fulfill my responsibilities as a Senator. Some of those who are being 
investigated in this hearing thought that there was no need whatever 
to call it if the whole thing had been investigated time and again and 
nothing new whatever could be developed. They thought it was an 
outrage and so expressed themselves. But we are going to hold this 
hearing, we are going to follow the law. We will call the witnesses, 
they will summarize their statements, and we will ask whatever ques- 


tions we have in mind. 
The first witness I will call is Mr. Morris Rosoff of Rosoff & Rosoff, 
New York, City. 


TESTIMONY OF MORRIS ROSOFF, OF ROSOFF & ROSOFF, COUNSEL 
TO THE NATIONAL FEDERATION OF INDEPENDENT SCRAP YARD 
DEALERS, INC., NEW YORK, N.Y. 


Senator Lone. Mr. Rosoff, I have read this statement and so has 
counsel for this committee and you can just summarize it for the 
committee, which, I think, will require about 3 minutes. We shall 
then ask you questions based on this statement you have prepared, 
and it will be printed in the record. 

(The complete prepared statement of Mr. Rosoff follows:) 


STATEMENT OF Morris Rosorr, Rosorr & Rosorr, New YorK City, COUNSEL TO 
THE NATIONAL FEDERATION OF INDEPENDENT SCRAP YARD DEALERS, INC. 


My name is Morris Rosoff. I am a member of the law firm of Rosoff & Rosoff, 
New York City, legal counsel to the National Federation of Independent Scrap 
Yard Dealers, Inc. 

The national federation is composed of scrap dealers and broker dealers lo- 
cated from coast to coast. It was organized in March 1954 as a group inde- 
pendent of the Institute of Scrap Iron and Steel, Inc., which is senior in 
existence and larger in numbers, in large part as a protest against the apparently 
dominating role in that trade organization played by the largest scrap company 
in the industry, Luria Bros. & Co., Inc. 

The scrap industry operates on three levels. At the base, there is a large 
army of collectors, estimated at 150,000 in the country who gather the ton- 
nages of scrap from various sources throughout the country and bring them to 
the scrap dealer. It is estimated that of this second group—the scrap dealers— 
there are approximately 8,000 establishments in the United States. The 
dealer classifies and prepares the scrap to the size and requirements of various 
steel mills. This dealer may operate with from one or two employees in a 
fenced-in yard, devoid of any major equipment, or he may, with various grad- 
ation in between, occupy many acres of property with several hundred em- 
ployees and with investment in equipment, such as hydraulic compressing 
machines, alligator shears, cranes, trucks, torches, and material handling 
eqiupment which together may have an original cost exceeding $1 million. 
Characteristically, the dealer sells through a relatively small number of whole- 
sale distributors, known as the broker. The broker takes the orders, marshals 
the material from the dealers and effects delivery at the mill by the dealer. 
Frequently, the dealer and the broker function is combined. 

The scrap industry is faced with a crisis today which is of a magnitude and 
intensity far exceeding that which would reflect merely fluctuating economic 
conditions. The feeling is extant in the industry that its very existence is 
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gravely imperiled. If this be the case, and we trust that these hearings will 
help to establish in full measure the reality of that peril, then it is a matter 
of great public interest and concern. 

Ferrous scrap is, in effect, a great natural resource of our economy with 
its steel producing capacity, as reported by the American Iron and Steel Institute, 
of some 147,633,000 tons, the largest by far of any in the world. The full 
impact of this capacity may be better appreciated against the fact that the 
total world production for 1957 was 320,271,000 net tons. 

The importance of scrap in this production lies in the fact that, historically, 
50 percent of the charge of metallics in open hearth furnaces has been com- 
prised of steel scrap. In short, to the extent that scrap is absent from the 
open hearth furnace charge, it must be compensated for by molten pig iron 
from blast furnaces. In the electric furnace, the charge is 100 percent scrap. 
Of the scrap charge which constitutes, as noted, 50 percent of the total charge, 
one-half is produced by the steel industry itself at its various plants, which 
is called “home scrap.” The other 50 percent is normally collected and proc- 
essed by the scrap industry from two sources: (1) Obsolescent scrap from 
home, farm, automobile wreckers, etc.; and (2) new industrial scrap which 
results as fallout from manufacturing operations. This remaining 25 percent 
of the total melt of metallics, this open market scrap, is the precise subject 
of these hearings. However, even this total of open market scrap, comprising 
25 percent of the total melt, has been further eroded so far as its availability 
to the independent dealer is concerned by a phenomenon of recent origin. New 
industrial scrap, for many years collected and processed by the scrap dealers, 
is no longer made available to the dealers but reciprocated back to the mills 
either directly in all respects or through the hands of a few major brokers who, 
in effect, are acting as mill agents in this type of transaction. This new 
industrial scrap, now largely denied to the scrap dealer, constituted in round 
terms approximately half of the open market scrap processed and sold by the 
dealer. Consequently, if we eliminate new industrial scrap from the open 
market scrap formerly handled by and through the dealer, his scrap operation 
has now been reduced to 12% percent of the total melt of metallics. 

To focus on scrap from another position, it is to be noted that its use conserves, 
for each ton of scrap, 2 tons of iron ore, 1% tons of coal and one-half ton of 
limestone, all of which would have to be used to produce one equivalent ton 
of pig iron representing the other 50 percent of the charge that goes into the 
open hearth. There has been an undisputed sharp decline in the relative use 
of scrap in the total charge. This points up the question whether in the 
competion between pig iron and scrap the former, for whatever reason—and 
some of these will be adverted to later—will permanently outstrip scrap as 
part of the charge. This competitive factor between the use of ore and scrap 
is not merely between two products both of which are of 100 percent domestic 
origin but between domestically generated scrap and ore which is increasingly 
being constituted of foreign imports. The ratio of foreign ore to consumption 
of total ore has increased from 3.8 percent in 1946 to 28.2 percent in January- 
September 1958.? 

The constriction of the free interplay of the law of supply and demand in 
the scrap industry means constriction and, in certain circumstances, destruction 
of the apparatus of collection and processing which, in the interest of national 
defense and national conservation, must remain viable and effective. 

The critical fact is that during the year 1959, with mills approaching 100 per- 
cent of capacity production, less and less open market scrap is being purchased. 
In recent years, a generally accepted rule-of-thumb was that the mills have come 
into the market for scrap at about 75 percent of capacity and that below that the 
scrap industry was on a standby basis. This estimate was later revised upward 
to 85 percent. According to the trade magazine, the Iron Age, of February 26, 
1959, page 134: 

“To a large extent mills during recent weeks have been able to get by on indus- 
trial scrap hot metal and spot purchases of dealer grades even though their pro- 
duction was climbing. 

“Some mills that formerly needed dealer scrap when their operating rate hit 


80 percent can now go close to 90 percent before sending out scrap purchase orders 


1 Report on investigation No. 35 of U.S. Tariff Commission, made pursuant to a l 
of the Committee on Finance, U.S. Senate, March 1959, p. 14. tanta 
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But, the more recent past shows that even at almost 95 percent of capacity only 
token orders are available for open market scrap. 

Iron Age of March 26, 1959, page 190, under the headline “Busy Mills Spurn 
Dealers’ Scrap” states: “The gap between scrap prices and steel operating rate 
grows perplexingly wider.” The article goes on to say “It was once an accepted 
rule-of-thumb that when the steel operating rate passed the 80-percent mark, 
the mill would come into the market for large tonnages of scrap. And as the mills 
bought heavy scrap prices would climb. So goes the theory. Now the big ques- 
tion in the minds of many scrap dealers is ‘Will it ever happen that way again?’ ” 

Has the scrap industry, as it has existed in the past, been doomed to extinction, 
for whatever reason? If so, this could be a matter of grave implication to the 
national defense. As the scrap industry atrophies, the apparatus of men and ma- 
chinery for its collection and processing will in equal measure tend to disappear, 
hardly capable of prompt revival at the blow of a whistle or the detonation of a 
bomb. At a time when foreign ore, on which we are becoming more heavily de- 
pendent, as noted above, will hardly be available, scrap will be most critically 
needed. If the decreasing use of open market scrap is part of a grand design, 
then the scrap industry and the Nation should be informed of that fact. This is 
so whether the cause be for technological reasons, economic reasons, or other 
reasons. 

This major problem of decreasing use of open market scrap is of itself oppres- 
sive enough to the industry asa whole. However, the independent dealer is beset 
by still another major problem which seriously threatens his existence. This 
second threat is one from within. It is one of giantism in the industry with re- 
spect to domestic and foreign markets and is largely embodied in the form of the 
major scrap company in the United States and, indeed, in the world, known as 
Luria Bros. & Co., Inc. While this problem, in principle, reflects the charges made 
by the Federal Trade Commission in a proceeding against Luria Brothers and 18 
steel mills, which charges have been denied and contested, they cover practices as 
they existed which were investigated during the period 1952-53. The testimony 
in this proceeding has now been completed and an initial decision by the hearing 
examiner is awaited. It would be redundant to repeat before this committee the 
charges and the proposed findings, as submitted by the Federal Trade Commis- 
sion’s attorneys. We refer to developments, in which this giant firm is the 
principal figure, which were occurring even during the course of the Federal 
Trade Commission’s proceedings as well as since and, consequently, do not form 
a part of that record. One of the most important of these is the installation, 
in such points as Detroit, New York, Seattle, and elsewhere by this company of 
giant superyards, some of which are contiguous to or nearby major steel mills. 
These yards, whether or not there be formal agreements of exclusivity, are meshed 
in with the operations of the neighboring major steel mills, The tremendous 
size of these yards and their proximity to the mills create, so far as other yards 
in the market area are concerned, a vacuum which sucks into the superyards 
ferrous scrap which ordinarily would be more ratably apportioned in free 
competition among the other yards. Added to this factor of giant size is the 
element that these yards have established a policy of paying to the sources of 
supply of the independent yard the same or nearly the same j rice for the un- 
processed raw scrap as they pay to the independent dealers themselves for the 
processed grades of scrap as are normally sold to steel mills. The obvious effect 
of this is that the unprocessed raw materials run directly to the superyard which 
itself processes it. The independent dealer does not have the economic ability 
to pay processed prices for the raw material to be processed by him for intended 
use by the same mill adjacent to which the superyard operates. 

All of this should be viewed against the backdrop that the scrap industry 
has thus far remained the only noncaptive supplier to big steel. Big steel di- 
rectly controls, through ownership or otherwise, all the major raw material 
which goes into steel; this applies to the iron ore, domestic and foreign, the 
manganese, the limestone, the coal and the means of transportation. From the 
viewpoint of big steel, it must be an anomaly that only scrap remains independ- 
ent, in form at least. One obvious way of affecting that independence is through 
the diminution of use of open market scrap, and still another way would be 
finance penetration by the mills through inventory financing of scrap dealers. 
Curiously, this is precisely what has been advocated by this same company, 
Luria Brothers & Co., Ine. The director of research of Luria Bros. & Co., 
Inc., Mr. William Magness, proposed, according to the World-Telegram and Sun 
of February 2, 1959, page 27, that “Steel companies help finance stockpiling by 
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paying the interest charged on loans for this purpose or what would be the 
equivalent to agree to a delivered price which would take this cost into con- 
sideration.” 

Significantly, under the heading of “Domination and Controls of Competitors,” 
of the proposed findings of fact and conclusions of law submitted on behalf of 
the Federal Trade Commission in the proceedings referred to, it is said, with 
respect to Luria Bros. & Co., Inc., under subheading “B. Loans and Advances” 
and with respect to the subject of “Captive Yards”: 

“2. In such instances it (Luria) has entered into arrangements for purchases 
of scrapyards which are otherwise independent. The inducements for these 
arrangements are usually in the form of large financial loans for the purchase 
and installation of preparation equipment or large advances of money to en- 
able the yard operators to purchase and process large quantities of scrap with- 
out the customary financing problems and cost.” 

After referring to the other practices, as well as the above, the proposed 
conclusion goes on to recite that— 

“7. In this manner the captive yards perform substantially the same function 
and represent substantially the same facilities to Luria as the yards which its 
owns and operates itself or through its subsidiaries.” 

This technique of domination, in the use of which Luria Bros. & Co., Inc., itself 
stands accused, is presented by it for use by the steel mills. This would cer- 
tainly represent a facet of the industrial philosophy of Mr. Ralph Ablon, pres- 
ident of Luria Bros. & Co., Inc. In a question and answer interview published 
in the “Waste Trade Journal” of September 8, 1956, in answer to the question 
of Waste Trade Journal, Mr. Ablon stated, in part: 

“Question. What, in your opinion, is the future of scrap in the Nation’s 
economy ?” 

“Mr. ABLON. For the industry to enjoy a larger market with the steel in- 
dustry it must supply the type of material and service which the steel industry 
is accustomed to receive from companies supplying them with coal, limestone, 
and ore. It is frankly almost impossible to see how that can be done by an in- 
dustry which has so many small and divergent factors. I believe that the steel 
industry will not go along for many years without finding a substitute or a di- 
rect approach to problems that confront them as to price and quality.” 

This casual assumption of the obliteration of thousands of small business units 
in the scrap industry should be studied against the background that Luria Bros. 
& Go., Ine., now is and for some years has been a subsidiary of the Ogden Corp. 
New York, listed on the American Stock Exchange. Ogden’s chief stockholder is 
the Wall Street investment firm of Allen & Co. The senior partner of this in- 
vestment house is Charles Allen, Jr., who, coincidently, is chairman of the board 
and of the executive committee of Colorado Fuel & Iron Co,, the country’s ninth 
largest steel producer. 

Business Week of May 9, 1959, page 104, states: 

“Many observers go so far as to predict the scrap industry in the future will 
be made up of fewer but larger companies. How fast such a future takes 
shape may depend in a large part on the outcome of a 4-year-old Federal Trade 
Commission complaint against Luria in 19 [sic] steelmakers for exclusive deal- 
ers. Small dealers who initiated this complaint certainly don’t intend to die 
quietly.” 

Mr. Frank Buckheit, assistant director of purchases in charge of scrap buy- 
ing for the United States Steel Corp., is noted in the Daily Metal Reporter of 
Tuesday, March 10, 1959, as saying: 

“It’s true that the cost of producing pig iron is an extremely confidential 
piece of information. It différs from plant to plant. You noticed that Mr. 
Blough (United States Steel board chairman) when he testified before the 
Kefauver committee, declined to divulge the cost of ingots at Homestead. How- 
ever, I can tell you that at no time in 1958 was the scrap price low enough to 
persuade us to use scrap instead of hot metal.” 

This, of necessity, has been a broad outline of the various factors which 
confront this industry and appear to threaten its various independent com- 
ponents with extinction by one means or another. Other witnesses will de- 
velop in more detail the day-to-day impact of the forces involved in the con- 
duct of their business as reflecting the impact on the industry as a whole. 

We sincerely believe that this committee will be concerned with the multiple 
pronged public interest factors which are at stake herein: Defense, conserva- 
tion of natural resources, and preservation of independent business as a reality 





6 PROBLEMS OF THE SCRAP-STEEL INDUSTRY 


in this critical segment of America’s free enterprise system. The ways and 
means of coping with these dangers are entirely, of course, the prerogative of 
this committee. We may, however, respectfully suggest that the establishment 
of a Cabinet advisory committee, similar to that appointed with respect to the 
petroleum industry, would appear to be equally indicative here and that, 
with proper legal safeguards and Government auspices, means of communica- 
tion and deliberation between the mills and the various segments of the scrap 
industry should be established. Other means, in addition to these, will no doubt 
suggest themselves to the committee. 

I thank the committee on behalf of the National Federation of Independent 
Scrap Yard Dealers, Inc., for this opportunity to appear before it and to be 
heard at this critical juncture in the affairs of a strategically important 
industry. 

Mr. Rosorr. I have a summary and I will read a summary of the 
statement. My filed statement may be paraphased in brief form as 
follows: It points out the three general levels on which the scrap in- 
dustry operates. The volume of open-market dealer scrap has histori- 
cally been correlated to the rate of mill production beginning with 
production at approximately 75 percent of capacity and increasing 
with the production rate. 

This has not been true recently and dealers’ scrap has not been 
moving with increasing mill production. It has hardly been favor- 
ably affected even in these later weeks when mill production has been 
in excess of 90 percent of capacity. 

The trade press refers to this perplexing new phenomenon. It has 
caused the industry to believe it may now be on a standby basis except 
at the very highest levels of production. Obviously the industry 
cannot remain viable if this is to be the case. 

If the decreasing use of obsolescent scrap and the growing denial 
to the dealer of industrial scrap, which are the main stock in trade 
of the dealer, are established facts of the steel economy, then there 
are serious implications for our defense, especially in view of in- 
creasing use of foreign ore, our conservation policy, and the mainte- 
nance of this significant segment of small business operators, all as 
more particularized in my statement. 

Within the industry itself the independent dealers are beset with 
propane of giantism, principally in the form of Luria Bros. & Co., 

c., the largest scrap dealers in the world. 

More recent developments are the construction by this company of 
so-called superyards contiguous to or nearby major steel mills. The 
net effect of this is to sake this company the chosen agent of such 
mills, irrespective of the existence of any formal agreement. 

This consequence is intensified by the reported practice of these 
superyards of paying equal or nearly equal prices to collectors of 
unprepared scrap as to dealers for the latter’s processed material. 
This causes a greater flow of material to the superyard and their re- 
lated bypassing of the yards of the other dealers in the area. 

Scrap is the only major raw material not captive to the steel mills 
as yet, at any rate. It has been suggested by aria Bros. that steel 


mills finance scrap dealers’ stockpiling by paying the interest charged 
on loans for this purpose. 

Such a proposal could well be the opening wedge for eventual con- 
trol of yards so financed. 

Luria itself has been charged by the Federal Trade Commission 
with capturing yards through financing. This and other charges are 
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contested and denied by Luria in those proceedings. The president 
of Luria Bros., Ralph Ablon, has stated in an interview, in substance, 
that an industry which consists of so many small and divergent factors 
as the scrap industry cannot furnish the steel mills with the type of 
material and service furnishd them by their other major suppliers, 
and that the steel industry will in the future find a substitute or a 
direct approach to this problem. 

The statement filed points out the connection between Luria and the 
Ogden Corp., and that between the Ogden Corp. and the Colorado 
Fuel & Iron Corp. 

Among the recommendations embodied in the statement are the 
appointment of a committee at a Cabinet level similar to that ap- 
pointed for the independent petroleum industry to study this critical 
problem. With proper legal safeguards and under Government aus- 
pices, a means of communication on an industry basis will then be 
established between the mills and the scrap dealers. 

With respect to my prepared filed statement 

Senator Lone. Mr. Rosoff, that will be printed in the record just 
as though you sat here and read every word of it. I have read that 
statement and so has counsel to the committee. 

Mr. Rosorr. Thank you, sir. 

Senator Lone. Let me ask you a few questions. 

Luria says there is nothing about these yards that makes superyards 
of them. They say that their competitors’ yards are just as big as 
theirs in city after city. Or if not in the same city, somewhere in the 
vicinity their competitors have yards just as big. There is nothing 
about them that makes them superyards. They say that in most in- 
stances right in the same city they will have a yard just as big as 
theirs, with the same kind of equipment. 

None of it is patented. It is available toeverybody. It takes about 
a million dollars to have a full-scale operation and many of their 
competitors have a million dollars invested in the business. Now 
what is your reaction to that, the so-called superyards? 

Mr. Rosorr. My reaction to that, sir, is this: In discussing super- 
yards, the industry has in mind not only the size of the yard, but its 
incidence as part of the operation of the mill by reason of being con-_ 
tiguous to a mill or adjacent or nearby to the mill, so that a superyard 
refers not only to its size, but to that fact. And, in addition, the in- 
dustry sees a phenomenon developing where there are more and more 
of these yards. 

At the last count that I saw, it was some six adjacent or contiguous 
to steel mills, and the industry is of the opinion, as I sense it, that this 
is going to be a continuing process. Now if that be so, the net effect 
of it will be to make the mill contiguous to—the yard contiguous to 
the mill, the chosen instrument of that mill, irrespective of whether 
there be an exclusive agreement. 

Now it is also true, naturally and physically, that there can only be 
one such yard contiguous or adjacent or nearby uny particular mill, 
and if that yard is there, then that renders for all practical pur- 
poses—downgrades all the other yards in that marketing area, because 
obviously this yard is going to feed that mill. 

Now these superyards, which again I want to stress, refer not only 
to size, but serve a multiple function by reason of their strategic posi- 
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tion. They will not only be able to conduct the normal business of 
the yard, but they will be able to process the home-generated scrap of 
the mill itself. 

They will also be able to process the industrial scrap which comes 
in ordinarily from factories and very frequently the very factories to 
whom the mill sells prime steel, so that this mill so strategically 
located and with that kind of financial backing is able to perform a 
multiple function, so that it can dominate that area. 

Senator Lone. Do you have any objection to making these state- 
ments you made here under oath ? 

Mr. Rosorr. That is my opinion, sir. 

Senator Lona. Do you have any objection to making these state- 
ments under oath ? 

Mr. Rosorr. No, sir. 

Senator Lona. Then I want to swear you. 

Do you swear that the statements that you have presented here, 
plus those you will make hereafter are the truth to the best of your 
knowledge! 

Mr. Rosorr. Yes, sir; to the best of my knowledge and in my 
opinion. 

Senator Lone. Very well. Under the rules of this committee—and 
the record can show it—one person is a quorum for the purpose of 
taking testimony. 

Now, you recognize, do you not, sir, that, while the law does not 
require a person to compete when he goes into business, if he wants to 
stay in business he had better compete. You recognize that as part of 
a picture? 

r. Rosorr. Yes. 

Senator Lone. You represent these scrap dealers. Now, this hap- 
pens to be a very competitive business, as you yourself have pointed 
out, and you certainly would not want to allege here that a man does 
not have the right to build his yard alongside a steel mill, would you, 
if he wants to do it? 

Mr. Rosorr. No; I would assume he has the legal right up to a point 
where that legal right may interfere with the legal rights of others in 
terms of the various acts which go to protect competition. 

Senator Lone. Right. 

Mr. Rosorr. Now, short of that, he has that legal right, I would say. 

Senator Lona. In other words, if he wants to stay alive in business, 
he has to compete with these other scrap dealers, and he is expected 
to grow if he can grow. But then he is confronted with another 
law which says that, if he tries to create a monopoly, if he tries to go 
beyond a certain point, he may then be in violation of the Sherman 
Act. 

Mr. Rosorr. Yes. 

Senator Lone. And, while‘he must compete to stay in business, he 
must use certain methods in competition. 

Mr. Rosorr. Yes. 

Senator Lona. And that is what you are complaining about. 

Mr. Rosorr. I am complaining about the tendency and trend in that 
direction. 

Senator Lone. Right. Now, do you have any information available 
to you to indicate that the steel mills have actually made agreements 
with Luria? 
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Mr. Rosorr. No, sir; I do not. , ; 

Senator Lone. So far as you know, then, Luria’s locating along- 
side these mills could be just for the purpose of being close to a person 
whom they hope to serve ? 

Mr. Rosorr. Yes, sir; whom they hope to serve; and I would go a 
step beyond that, sir, and say that it would seem to me that before 
they made these heavy commitments they would have to satisfy them- 
selves, at least subjectively, that this was going to be a continuing 
operation for a greater or lesser length of time. 

Senator Lone. Of course, you recognize (a) that they have the right 
to put these mills where they are putting them; (0) that, if they are 
lucky they are going to get the business of these mills, and it could be 
done legally; and (c) that, if there is some agreement with these mills 
that they are going to give Luria all the business, there might be a 
violation of the law. But, you do not know that; do you? 

Mr. Rosorr. No, sir, but I say that irrespective of whether there 
is an expressed agreement or not. The net effect of it is to tie in that 
yard with that mill for a greater or less length of time. 

Senator Lone. Yes. 

Mr. Rosorr. And I cannot conceive of any sensible businessman 
putting a million dollars—I wiil use that figure, more or less—into a 
plant which is geared to a mill without his being satisfied—as I say, at 
least subjectively—that this is going to be a continuing operation. 

Senator Lone. Yes. 

Now tell me a little bit about the ISIS. What is the ISIS? 

Mr. Rosorr. That, sir, is the older and major trade association in 
the scrap industry. 

Senator Lone. What does it mean? 

Mr. Rosorr. The Institute of Scrap Iron and Steel. That was or- 
ganized, I believe, in about 1928, and I think it has approximately 
1,200 members. 

Included in the membership are brokers and dealers, and I may just 
state in an enlargement on that that the brokers are the customers of 
the dealers even though in normal course the shipment goes from 
dealer to mill. 

Senator Lona. Does Luria Bros. have considerable strength in that 
organization ¢ 

Mr. Rosorr. I think there is an opinion extant in the industry that 
it does. 

Senator Lone. Yours is the National Federation of Independent 
Scrap Dealers? 

Mr. Rosorr. Yes, sir. 

Senator Lone. Is Luria a member of your association ? 

Mr. Rosorr. No, sir. 

Senator Lone. Do you think that company would be eligible to be a 
member of your association ? 

Mr. Rosorr. Well, the board of directors under the bylaws is em- 
powered to determine whether or not an organization is independent ; 
that is, whether or not it is beholden to other brokers, andsoon. And, 
so, that would be a subject for action by the board of directors. 

Senator Lone. You have stated that industrial scrap is no longer 
available to dealers but is reciprocated back to the mills. That is on 
page 3 of your prepared statement. 
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Mr. Rosorr. Yes. 

Senator Lone. Are you saying that these are tie-in sales? In other 
words, that a manufacturer has to promise to return his scrap in order 
to get the steel ? 

Mr. Rosorr. Yes. With regard to industrial scrap, I say that it is 
now largely denied to the scrap dealer. 

Senator Lone. What I am going to ask for is your opinion, and you 
cannot swear to it under oath, because I do not believe you know it. as a 
fact. Are you of the opinion that this scrap, to use your words, is 
being reciprocated back to the mills? 

Mr. Rosorr. Yes. 

Senator Lone. Is it your opinion that that is being done as a tie-in 
sale ? 

Mr. Rosorr. I understand that such a practice exists in the industry. 
I do not know the incidence of it, but I understand that it does exist. 

Senator Lone. Would it be your impression that a manufacturer is 
required to promise to return his scrap to the mill in order to get the 
steel in the first instance ? 

Mr. Rosorr. I understand that this is understood; that this exists 
in the industry. 

Senator Lone. If he is not required to do it, you would at least 
imagine that he is requested by the mill. 

PR Rosorr. I would think that he would look into that very care- 
lly. 

Senator Lone. At the time he negotiates for his steel and the price 
he pays for it, the mill perhaps says to him, “Look, we would like some 
wabicaunding about the return of scrap?” 

Mr. Rosorr. I understand that this occurs. 

Senator Lone. You do not know it, but you suspect it? 

Now, can this reciprocating of the scrap back to the mill be done 
in periods of steel surplus, when the steel companies are anxious to 
sell their product ? 

In other words, suppose you have got a buyer’s market. Can the 
steel companies nevertheless obtain these agreements and commitments 
that the scrap will be reciprocated back to the mill ? 

Mr. Rosorr. I think it would depend on the market. 

Senator Lone. Your theory is that it all depends on circumstances? 

Mr. Rosorr. Yes, sir. 

Senator Lone. Undoubtedly, if you have a tight market—that is, 
a seller’s market—the mill would not have much difficulty in getting 
that arrangement where the scrap would be sent back on any terms 
they wanted it? 

Mr. Rosorr. I would think so. 

Senator Lone. In discussing this superyard proposition, you do not 
allege that these yards are super with regard to the size of the in- 
dividual yards, I take it? 

Mr. Rosorr. That is one of the factors, but it is not the sole factor. 
The other factors I referred to are—— 

Senator Lone. The yards are no larger than a lot of other yards in 
the country; are they? 

Mr. Rosorr. Than a number of other yards. 

Senator Lona. Does the size of a scrapyard not, more or less, reach 
a point of diminishing returns at a certain point? In other words, 
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it would appear to me there is no point in building a yard beyond a 
certain size. 

Mr. Rosorr. I suppose that would depend on the circumstances, sir. 
I do not know the answer to that. 

Senator Lone. The point I have in mind is, frankly, in terms of 
size. I am not impressed that there is such a thing as a superyard. 

If there is, I would be curious to see what it is. But it does occur 
to me that you might be on sound ground in alleging that the pattern 
here is such that, if you are competing with a man who has a yard 
right alongside every steel mill in America, you have quite a network 
to compete with, if you are an independent. 

Mr. Rosorr. Yes, sir. 

Senator Lone. Would it not occur to you that a natural place for a 
scrap yard would be contiguous to a steel mill ? 

r. Rosorr. It may be that that is the natural place. If that pat- 
tern is followed, then, obviously, independent dealers are going to 
have to be very much concerned for their continued existence. And 1 
would hope, sir, that one of the purposes of this hearing is to point 
an arrow in the direction in which this industry is going. If it is going 
that way, we should know about it. 

Senator Lone. Yes. 

Now, you have referred, on page 7 in your prepared statement, to 
the high prices paid for scrap to nondealer sources. Would you con- 
sider this activity a type of preclusive buying for the purpose of les- 
sening competition ? 

Mr. Rosorr. I would say that—and I am informed that this 
occurs—I would say that the net effect of that would be to draw the 
scrap in the direction of the yard that was doing it and the secondary 
effect of that would be that this scrap would bypass the other yards 
in that same marketing area. 

Senator Lone. On page 9a of your statement you mentioned the 
direct relationship between Luria and the Colorado Fuel & Iron Corp. 
Is there any conclusion that we may draw from this relationship as 
to its effect upon competition ? 

Mr. Rosorr. I would say that the relationship that exists is not a 
legal and formal relationship. It exists because Luria is owned by 
the Ogden Corp., 49 percent of the stock of which, I am informed, is 
owned by the Allen interests, and the Allen interests head up the 
Colorado Fuel & Iron Corp. It would seem to me that a scrap broker, 
particularly a major scrap broker, who by reason of his gigantic 
purchases would to some extent be affected by the attitude of at least 
that mill, forgetting all the other mills, and would regulate his pur- 
chases, sales, and marketing policies to some extent by that. 

That would be my estimate of the situation. 

Senator Lone. That would be your feeling, as the representative of 
the independents, if you considered they were getting the worst of it 
to begin with. When you saw this tie-in, you would say the situation 
will get worse before it gets better. 

Mr. Rosorr. Yes, sir; and I wanted to call the attention of the com- 
mittee to that. 

Senator Lone. Are you familiar with the fact that Luria had 
acquired a very major interest in Avondale Marine Ways in New 
Orleans? 
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Mr. Rosorr. No, sir; I did not know that. 

Senator Lone. If you were representing a scrap dealer, would you 
consider that one more thing to worry about! 

Mr. Rosorr. If I represented such a dealer, I would; yes, sir. 

Senator Lone. Here is an ad that appeared in a publication named 
“Scrap Age—My Day in Washington.” It is a newsletter type of 
thing. It contains this language: 

But getting away with murder is a panty-waist party compared with what 
Luria is trying to engineer with that same Japanese cartel regarding operations 
in Canada * * *. If ever there was a cut and dried plot to legally strip the 
scrap men of America, including the United States and Canada, it is Luria’s re- 
ported conniving to compel the Japanese scrap cartel to name Luria as its exclu- 
sive Canadian operating agent. 

Do you know anything about that ? 

Mr. Rosorr. No, sir, I do not. 

Senator Lone. It goes on: 

If you don’t think that means millions upon millions of dollars to the Luria 
coffers, listen to this plan of operation which Luria is working on: 

The St. Lawrence Waterway, from all western points to Montreal, may carry 
only 6,000 tons of cargo, so far as scrap is concerned. * * *. Bast of Montreal, 
9,000 tons or more tons must be carried to comprise a full load of scrap to bear 
the freight charges. 

Do you know anything about that ? 

Mr. Rosorr. No, sir, except that I, too, have read that statement. 

Senator Lone. You don’t know anything about these allegations? 

Mr. Rosorr. No, sir; I do not. 

Senator Lona. It says— 

But there is only one major scrapyard in Montreal where these boats may pick 
up 3,000 additional tons, and that yard is Luria’s. 

Do you know anything about that ? 

Mr. Rosorr. No, sir, but I have read that statement. 

Senator Lone. Fine. That is all the questions I have in mind. 
Senator Schoeppel, would you care to ask some questions of this 
witness ? 

Senator Scuorrret. I am sorry I got in here just a little late this 
morning. On this reciprocating scrap practice that you have men- 
tioned here, how prevalent is that in the industry ? 

Mr. Rosorr. I am told by members of the industry that it is a well- 
known and established fact. Now, as to the extent of its prevalence, 
I can’t say, sir. 

Senator Scnorrret. Do you have some judgment to give us as to 
what period of time this practice has existed ¢ 

Mr. Rosorr. I would say over a relatively long period of time, but 
I wouldn’t say in terms of years. 

Senator Scuorrret. I note that in reference to Luria Brothers, 
Inc.—isn’t there a proceeding before the Federal Trade Commission 
at the present time ? 

Mr. Rosorr. Yes, sir, there is a proceeding, and the status of that, 
as I understand it, is that the testimony is concluded. 

Senator Scnorpret. I would presume that until the actual deter- 
mination has been made, we probably would not be in a position to get 
the full facts and details on it. 

Mr. Rosorr. Probably some phases; yes, sir. 
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Senator Scuoepre.. I’m sorry I did not get here on time. I didn’t 
know how early this hearing was to start. I suppose at 9:30. 

Senator Lona. 9:30; yes. 

Senator Scuorrret. [ thank you for being punctual. 

Senator Lone. I didn’t know you were going to be here. If I had 
been sure, I would have waited for you. 

Senator ScHorrret. That is all right. I am glad you started on 
time. 

Senator Lone. Senator Javits. 

Senator Javirs. You represent, I note, the independent scrap yard 
dealers ? 

Mr. Rosorr. The National Federation. 

Senator Javrrs. The National Federation of Independents? 

Mr. Rosorr. Yes, sir. 

Senator Javirs. How many members in that organization ? 

Mr. Rosorr. I think the membership roster is about 287. 

Senator Javits. And what is the average volume of business per 
member ? 

Mr. Rosorr. I don’t know the answer to that, sir. 

Senator Javirs. Would yousupply it for the record ? 

Mr. Rosorr. Yes. I will send out a survey to the membership. 

Senator Javirs. You don’t have to be that elaborate. Just give us 
your estimate. 

Mr. Rosorr. All right, sir. 

Senator Javits. Of the average volume of business per member. 

Mr. Rosorr. Yes, sir. 

Senator Javrrs. And the average number of employees per member. 

Mr. Rosorr. Yes, sir. 

Senator Javits. And also tell us, with relation to the average, the 
size of the 5 or 10 or 3, whatever will indicate whether there are any 
dominant factors even among this group. 

Mr. Rosorr. Yes. 

Senator Javirs. Whether or not even among this group there is a 
small number of dominant factors. 

Mr. Rosorr. Yes, sir. 

(The following information was subsequently received in response 
to the above inquiries :) 


REPORT TO THE SENATE SUBCOMMITTEE ON MONOPOLY OF THE SELECT COMMITTEE 
ON SMALL BusINess WITH RESPECT TO INQUIRIES MADE BY HON. Jacop K. 
JAVITS AT THE HEARING RELATIVE TO THE Scrap INDUSTRY HELD ON JUNE 24, 
1959, REGARDING THE NATIONAL FEDERATION OF INDEPENDENT Scrap YARD 
DEALERS INC. 


NATIONAL FEDERATION OF INDEPENDENT Scrap YARD DEALERS, INC., 


New York, N.Y. 
The following figures are approximate, base on estimates after a spot-check. 
Average volume of business per member (tons per month) ~...--____-_-__- 1, 800 
Average number of employees per member__------__--__---_---_-.--_- 18 


It is not considered that there are any dominant factors in the organization. 
The three firms believed to be the largest employ respectively 250, 200, and 100. 
Respectfully submitted. 


LvUcILLE SCHNEIDER, 
Administrative Secretary. 


44358—59——_2 
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Senator Javrrs. Now the completion, I gather—I use that in its 
colloquial term rather than its legal sense—is another organization 
called the Institute. What is that? 

Mr. Rosorr. The Institute of Scrap Iron and Steel. 

Senator Javirs. Have you any idea how many members they have? 

Mr. Rosorr. Yes, as I stated earlier, I think before you came in, sir, 
about 1,200 is my understanding. 

Senator Javits. Now, do you know the figures on their operation ? 
In other words, to what extent are they small business? 

Mr. Rosorr. No, I do not. But, I think they may have figures as 
to their operation more readily available than I do as to the Federa- 
tion. 

Senator Javirs. Now, is Luria Brothers a member of the Institute? 

Mr. Rosorr. Yes. 

Senator Javrrs. In good standing, as far as you know ? 

Mr. Rosorr. I believe it is. Its president is an employee of that 
company. 

Senator Javits. What is his name? _ 

Mr. Rosorr. Mr. Myron Chase, who is here. 

Senator Javits. And he is an employee of Luria? 


Mr. Rosorr. Yes, sir. 

Senator Javits. We have heard now, and I notice in your statement 
here, about the Federal Trade Commission aspect of this matter. 

Mr. Rosorr. Yes, sir. 

Senator Javits. May J ask you this question: 

This is kind of a mixed-fact and expert-lawyer question. If the 
Federal Trade Commission should be successful in its complaint, and 
a cease-and-desist order should actually issue in accordance with the 
specifications of its complaint, would that meet the sitmahon, the 
competitive situation, which is faced by your association? ; 

_ Mr. Rosorr. Well, in my opinion, sir, it would ame)iorate 1% con- 
sideraly, and, of course, 1¢ would de pend upon Che terms of the cease- 
and-desist. 

Senator Javirs, (n other words, success in the Federal Trade Com- 
mission proceedings would really substantially meet the complaints— 
again using ii as a colloguialism—which are made by the association 
you represent. : 

Mr. Rosorr. 1 would say that it would depend on the terms of the 
cease-and-desist. t 

Senator Javits. Right. 

Mr. Rosorr. But if it were largely in accordance with the petition, 
I would say that it would certainly ameliorate the condition. 

Senator Javits. Is your association a party to that proceeding ? 

Mr. Rosorr. No, sir. 

Senator Javits. Has it considered that as a possibility ? 

Mr. Rosorr. I would say not officially. There has been some in- 
formal discussion, but, by the time the discussion reached any stage, 
the proceedings themselves had reached an advanced stage. 

Senator Javits. Did your association testify in those proceedings? 

Mr. Rosorr. No, sir, not as such; but, I believe that individuals who 
happened to be members of the association were witnesses. 

senator Javits. Of course, you could consider interceding as amicus 
curiae. 
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Mr. Rosorr. Yes. 

Senator Javrrs. When it got into court? 

Mr. Rosorr. Yes, sir. 

Senator Javirs. And, do you feel that the situation is so bad that 
you can’t wait on the Federal Trade Commission but that you must 
really air your problems in this way in the hope of getting even 
speedier relief ? 

Mr. Rosorr. Yes, I think it is that extreme; and there are two ap- 
proaches to this, sir. One is the need to discern the direction in which 
the industry is going from a technological viewpoint, and from the 
mill approach, quite irrespective of the Federal Trade Commission 
proceeding; and the other is involved with the Federal Trade Com- 
mission. 

Senator Javits. Now, in order to isolate the area of the difficulty, are 
we to assume that this is the whole story and that there are no impli- 
cations here of racketeering or any extra-legal situations? 

Mr. Rosorr. No, sir. I would put Luria Brothers far above any 
such implication of racketeering. 

Senator Javits. You understand I am not implying anything. 

Mr. Rosorr. Yes. 

Senator Javirs. I was just trying to isolate the area. 

Mr. Rosorr. Yes. I think it is a matter of commercial practices 
which, no doubt, they have rationalized to themselves. 

Senator Javrrs. I see. And it is a straight competitive situation. 
Itmay be illegal, but it is a straight competitive situation, 

Mr. Rosorr. Yes. 

Senator Javits. Now do you believe—I think 1 know your answer, 
but I think it is important to spread it upon the record. Do you be- 
\eve that what has oceurred is the inevitable march of economic forces, 


with the mills naturally themselves facing competition with each 


other and foreign competition and the need therefor for mobilizing 
their own raw material sources in a more effective way in their opinion ? 


Or, do you believe that, on the other hand, this is an effort by one or 
more elements of your business so to distort its economics that they 
would get the benelit of it? 

Mr, Kosorr. {n my opinion, the fatter is more correct than the 
former. 

Senator Javrrs. Than the former ? 

Mr. Rosorr. There may be a kind of inevitability about it, but the 
latter is the problem, 

Senator Paes. Now, is this question the issue in the Federal Trade 
Commission proceedings, the question I just asked you? In other 
words is the defense contention that this is just the inevitable march 
of economics? 

Mr. Rosorr. I think the defense contention is that, by reason of the 
unusual ability and aggressiveness of Luria Brothers, this fallout to 
their benefit has occurred. I am not attempting to summarize their 
defense. 

Senator Javirs. Of course. 

Mr. Rosorr. But this is a part of it. 

Senator Javirs. Now, a last question and I am grateful to the Chair 
for indulging me. I have to go to another committee meeting too, 
Russell. Do you seek any Federal legislation or any Federal relief 
here from us other than just the opportunity to air the situation ? 
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Mr. Rosorr. I think the airing of it is quite important. And then 
I think if it is found that the practice of paying diverse prices to 
different sources on the same level of supply may warrant legislative 
attention. However, we are specifically asking that a committee on 
the Cabinet level be appointed, as happened with the petroleum indus- 
try. If possible, means of liaison should be set up with the mills, with 
the proper legal safeguard so as to establish a communication between 
the mills and the industry so that the industry can see where it is going 
insofar as the mills are concerned. 

Senator Javirs. Would you feel, Mr. Rosoff, that in order to make 
this case complete, we ought to have some analysis from your organ- 
ization as to the efficiency of its economic operation; in other words, 
comparing the economy which is involved in trying to operate as these 
fellows are—that is with these super yards and the straight tie-in with 
the mill—and the way in which you feel the operation ought to take 
place on the strict integrity of the individual firm in the small busi- 
ness sense? Could you give us any analysis—you don’t have to do it 
now, you can supply it to us so that the record will be complete—as to 
the economics of that as contrasted with the economics of what Luria 
Bros. is sort of pushing the industry into? 

Mr. Rosorr. Yes; with the aid of members of the industry I will try 
to get up something of an economic analysis.’ 

Senator Javrrs. You understand that we in the Small Business 
Committee have this constant problem of wanting the economy to 
march forward with efficiency in the national interest, and, at the 
same time, we have a great solicitude for the small business concern. 
So, it is vital to us to have some analysis which would balance the fact. 

Mr. Rosorr. Yes,sir. I shall try to develop such. 

Senator Javrrs. Thank you very much, Mr. Chairman. 

Senator Lone. May I just ask one further question, for I have to go 
to another committee meeting? I will come back later on during the 
hearing. How long has this FTC proceeding been going on? 

Mr. Rosorr. January 1954. 

Senator Lone. Now, isn’t this like some of these other Federal 
Trade Commission things where the mountain groans and brings forth 
a mouse? It has been forever investigating it. By the time they get 
around to saying that somebody is being wrecked by unfair practices, 
they are all dead. 

Mr. Rosorr. We are concerned about that. I think the Senator has 
stated it succinctly. 

Senator Lone. It started in January 1954 and here we are in 1959. 
They have 14,000 pages of testimony over there and still have no 
conclusions and nothing to recommend. Meanwhile there have been 
some of your members who have gone out of business? 

Mr. Rosorr. Yes. 

Senator Javirs. Will the Senator yield at that point ? 

Senator Lona. Yes. 

Senator Javirs. I am afraid that that is sometimes true in the 
Congress too. 





1 See app. II-B, pp. 164-5. 
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Senator Lone. I hate to agree, but it frequently happens. Now, 
have you looked at section 2 of the Sherman Act which reads as 
follows: 


Bvery person who shall monopolize or attempt to monopolize or combine or 
conspire with any other person or persons to monopolize any part of the trade 
or commerce among several States or with foreign nations shall be deemed 
guilty of a misdemeanor and upon conviction shail be punished by a fine not 
exceeding $5,000 or by imprisonment not exceeding one year, or both, said 
punishment at the discretion of the court. 

Mr. Rosorr. I am familiar with the principle of that section; yes. 

Senator Lone. Would it occur to you that that might be applicable 
to this situation ? 

Mr. Rosorr. I certainly would give it my very close attention. On 
a procedural question may I say this, sir? We have a number of 
witnesses here in the business who have not had the opportunity 
actually to distribute mimeographed or other statements, but they have 
four or five copies of their typewritten statements, and I assure you, 
because I have seen them, they are quite short. 

May they be heard? They have come from Minneapolis in one case 
and from Detroit in the other. 

Senator Lone. I believe if they have a prepared statement to submit 
prior to the time they are heard, they might be heard. 

As long as I am presiding over this hearing, however, I don’t pro- 
pose to hear complainant witnesses who don’t see fit to prepare a 
statement. 

As a matter of fact I asked Luria Bros. to be here to testify. Luria 
Bros. said they would be willing to testify but they would like to 
know what they were going to be accused of. So the only statement 


available to Luria Bros. was yours at the time they prepared their 
statement. 


Mr. Rosorr. Yes, sir. 

Senator Lona. I made the effort to get those prepared statements 
so they could see what they were charged with and prepare their 
defense. That is fair. A man should know what he is going to be 
accused of, if he is going to be put on trial. It is difficult for them to 
prepare adequately for the same day’s hearing if they don’t know 
what the charges against them are going to be. 

Mr. Rosorr. May I say this. My statement was prepared in quite 
a hurry. I was called back from Europe to do it. My statement 
sought to outline the principal position, so that my statement alerts 
Luria to what the position is. 

These other statements are from industry people in support of the 
issues that Luria has already been alerted to by my statement, so 
there is no real element of surprise. 

Senator Lone. Thank you. 

Senator Scuorrre.. Is it the thought of the chairman here, Senator 
Long, that you would prefer to have these proceedings limited to 
those who have followed the Reorganization Act in following the 
actual statements ? 

Senator Lone. Yes. I said this in an opening statement, sir. You 
are on other committees, I am on other committees. The Senate 
Finance Committee is meeting right this minute on a bill that involves 
$3,100 million to which a number of amendments are going to be 
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offered, and they are in executive session over there. Now, we are 
here to hear small businessmen if they think they are getting the 
worst of it and that perhaps Congress could help them. But the Re- 
organization Act spells out that you are to prepare a statement and 
just summarize it when you appear. 

Senator Scuorrren. That is right. 

Senator Lone. We can very easily take care of the situation and 
make this record and see what is here in compliance with it; but I 
don’t think that complainant witnesses, especially when the Senate is 
very busy with a heavy legislative schedule, should expect just to be 
heard at random and come up here and present themselves and have 
us drag out of them the information that they have available. They 
ought to dictate it, put it in writing and submit it, and, when Luria 
Bros. comes up here to defend themselves against charges made con- 
cerning their operations, I think it is only fair to them, if possible, 
that they have a chance to see what they are being charged with. 

Senator ScHorrrex.. I concur with the chairman’s statement on that 
because of the Reorganization Act which establishes that procedure, 
first. Second, it is better practice for those of us on this committee 
and on other committee to peruse it in relation to the testimony that 
is offered. And third, it does give one complained against the op- 
portunity to give this committee the benefit of pinpointing either one 
way or the other or being subjected to further questioning and exam- 
ination upon the salient points. 

I would like to ask this question: Mr. Rosoff, would the witnesses 
that you have alluded to as having statements but not having sub- 
mitted them to the committee here—would their testimony be sort 
of cumulative to your general testimony ? 

Mr. Rosorr. I think it would be in support of the thesis that I 
stated. In other words, they are the ones who are experiencing the 
difficulty I talked about. 

Senator Scuorrre.. In those cases we would have no objection to 
filing those statements and having them for the benefit of the full 
committee here after this subcommittee passes on them, obviously. 
But I want to run it in accordance with the chairman’s desire. 

I am glad to have that point clarified now. 

Senator Lone. Senator Schoeppel and I have never had any pro- 
cedural difficulty since this committee was established. We have al- 
ways been able to agree on procedure. 

Mr. Rosorr. Am I correct in my understanding that the act makes 
it optional with the committee? I have no quarrel with the decision 
whatsoever, but my impression is that 

Senator Lone. This act isn’t always used, but now and then, when 
a chairman finds he is being filibustered in a hearing, he pulls this act 
out. Here is what it says: 

Each such standing committee shall so far as practicable, require all wit- 
nesses appearing— 


shall require them, you see— 
to file— 


Mr. Rosorr. So far as practicable. 
Senator Lone. So far as practicable. 
Mr. Rosorr. It became impracticable, sir. 
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Senator Lone. Your people had time to get a statement up. 


File in advance written statements of their proposed testimony, and to limit 
their oral presentation to brief summaries of their argument. The staff of each 
committee shall prepare digests of the statements for the use of the committee 
members. 

You can do an awful lot of hearings if you follow that out. Thank 
you very much. 

Mr. Rosorr. Thank you, sir. 

Senator ScHorpre.. The next witness I understand is Mr. Stanley 
Asrael. I understand you have a written statement, sir. 


TESTIMONY OF STANLEY J. ASRAEL, ALEXANDRIA JUNK CO., INC., 
ALEXANDRIA, VA. 


Mr. AsraEu. Yes, sir, my statement has been filed. My name is 
Stanley J. Asrael. I am in the scrap iron business in neighboring 
Alexandria, trading under the name of Alexandria Junk Co., Inc. 

You have just heard a substantial amount of the top level problems 
in the industry. Let me translate it for you in terms of the inde- 
pendent yard dealer, the thing that we are supposed to be talking 
about. The steel industry is enjoying a complete rebirth, recuperation 
from its problems of the previous year and a half, and the scrap in- 
dustry is not following. 

My business, for example, is down 40 percent from its previous vol- 
ume. Now, why is it down this 40 percent? Because the price that we 
are getting for our scrap, which dictates the price that we can pay our 
collectors for the obsolescent scrap which is our basic diet, is not suf- 
ficient for them to go out into the rural areas and bring in the material 
that we process. 

They can’t make a living with the margin allowed to them. There- 
fore, they have and are dropping out of the picture. Now, the yard 
arsyaney have no interest except when speculating on inventory in a 

igh price. 
enator ScHorrreL. Will you repeat that again ? 

Mr. Asraxu. Yes, sir, the yard operators speculating on inventory 
have no interest in a price-per-ton standpoint in a high market price. 
It does not allow. them, because of a fixed margin of profit, fixed by 
competition—a high price does not allow them a greater profit per 
ton. A price level between the low that we have experienced during 
the previous couple of years and which in substance continues today, 
and the highs of the critical periods in our steel industry’s history, 
critical from the standpoint of | having difficulty in producing the vol- 
ume of steel necessary and finding a complete and all-out demand for 
scrap, a level between those two major market differences is necessary 
to maintain in the collection business people who go out into rural 
areas and bring in the scrap. 

Maintaining them will make available enough material for the 
ards, of which mine is typical, to process and sell this material to the 
rokers and in turn to the mills so that we can overcome our overhead, 

make a profit, and stay in business. 

Now, why is this important? It is important because the inde- 
pendent yard operator, whose source is principally obsolescent scrap, 
1s In very serious jeopardy of dropping out of the picture. His posi- 
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tion in the funneling of scrap into the steel melting furnace is im- 
portant in that he acts as an expansion factor. During periods of 
maximum demand, usually a national emergency, he can bring in an 
extra source of supply. 

The manufacturing sources are relatively standard in their scrap 
volume. Itis asteady turnover. The scrap that yards such as mine 
produce is the sponge, as it were, that can be squeezed or can expand 
and bring in these extra sources of scrap. If our customers, the col- 
lectors who do this for us, and we as yard operators, feeders, both 
drop out of the picture, then in time of critical situation when scrap 
is urgently and suddenly needed to feed the insatiable nonee of the 
mills, we will not be around, and that scrap will not be able to be 
brought in in time. 

The larger industrial area yards cannot reach out to bring it in in 
time to meet an emergency. 

Senator Scuorrren. In other words, your type of yara, as I under- 
stand it, reaches out over a greater area in its initial stage and step, 
then. 

Mr. Asraru. Not necessarily over a larger area, sir. The difference 
in our operation, as with the larger industrial area yard, is that we 
have the capacity to reach out for smaller tonnage in a specific point. 
I can give you this analogy. I just discussed with one dealer in 
Chicago the arrangements I was making on a truckload of scrap, and 
he told me, “I could not spend that much time on it. If it is nota 
carload or several carloads, I can’t be bothered to spend that much 
time.’ 

Well, if there is an army of 5,000, 6,000, or 7,000 sellers such as 
myself who will spend the time and get in these extra truckloads dur- 
ing a time of national emergency, that is the top of the heap, that has 
to put the melt up to the production schedule. 

enator Scuorrrent. And would you say that your type of business, 
your business, would be typical of the average small businessman in 
that field ? 

Mr. Asraet. That is correct, sir. 

Senator Scuorrret. And how long have you been in operation, sir? 

Mr. Asrarz. I have been in business 13 years. 

Senator Scuorrren. You may proceed. 

Mr. Asraxp. So, therefore, the problem is one involving the public 
interest, to keep the independent yard operator and his customers 
alive. For the tomorrow when he is essential for national mobilization 
purposes, he must be kept alive today. Now, that is the situation as 
we find it, and perhaps some light on the means for curing the patient 
can be derived from analyzing some of the causes and techniques to 
which this sickness that we find ourselves suffering from has been 
made to spread. 

I will read 3 facets. One is the significant extent of vertical inte- 

ation in the number of major marketing areas as accomplished by 
Turia Bros., Inc., which may well affect the free flow of scrap. An- 
other factor which is uneconomic in concept and defeats competition in 
practice is the double standard of pricing certain grades of industrial 
scrap shipped by factories or favored yards at premium prices. This 
practice is in effect a kickback during certain market periods to the big 
steel user and scrap maker adding further competitive strain to his 
small competitor. 
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Senator Scuorrret. Mr. Asrael, could I interrupt you here? 

Mr. Asraru. Yes. 

Senator Scuorrret. I regret that I did not draw your attention 
to this at first. I understand that the Chairman has requested or 
would request each witness, whether he had any objection to giving 
his testimony under oath. 

Mr. Asragt. I have no such objection. 

Senator Scuorrre.. If you have no such objection we will consider 
that the testimony iyou have given will be given under oath. Do you 
solemnly swear that the testimony which you give will be true, so help 
you God ? 

Mr. Asrart. I do, sir. 

Senator ScHorrret. We understand now that you have been sworn. 

Mr. Asrart. I so understand. 

It may be a tie-in sale feature to insure that this desired scrap 
will not go out into the open market, and it is an additional ace in 
a stacked deck to aid the superyards to take over from the independ- 
ent yard operator. 

Now a third facet in limiting the ability to compete on the part of 
the small businessman in the scrap industry may well have been aided 
by affecting the ability of the old and large trade association, the 
Institute of Scrap Iron & Steel, to function as a dynamic force to 
maintain a healthy industry. 

Through its many olen and yards across the country, Luria Bros, 
has established a position of importance and power in most of the 
chapters of the institute. Through the efforts of Luria’s officers and 
traders and with the help from favored dealers with whom Luria 
has close working arrangements, this type of chapter strength has 
been transmitted to the national headquarters of the institute, The 
institute’s affairs and policies are decided by its board, which today 
includes at least four Luria employees, plus three past presidents 
who are key Luria officials. 

Deliberations of the board are subject to the motivating guidance 
of the institute’s president, as are the means of implementing its 
decisions. The president is also a Luria official, as has been the case 
for 6 of the past 8 years. The cumulative impact of this type of 
representation in the halls of council of the institute by the Nation’s 
and the world’s largest scrap firm can readily be appreciated. 

In this atmosphere this trade association can make decisions as to 
whether or not to take appropriate steps to diagnose and correct ills 
of the industry and determine the nature and extent of the steps to 
be taken. 

Now back to the problem as it affects me or my local situation. The 
dropping out of the picture or the demise of the independent yard 
will not cause a shred of concern to the shortsighted. The atrophied 
mechanism of harvesting the marginal, hard- to- get iron scrap which 
is critically needed in time of emergency, offers no threat to mill op- 
eration today. The inconsistent but ever available technique of Gov- 
ernment embargo on exports based on supposed shortage can be 
implemented to meet that problem when it arises again. 

And the parties to the vertical integration of scrap into the steel 
mill complex will happily. fall heir to the residual business left in the 
wake of the auctioneers’ gavel when it falls. 
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In this manner, ultimate control over the source, processing, and 
release of scrap can be achieved. 

The price paid for such administered stabilization in scrap through 
area, national, and international market control, by means of exclu- 
sive sales contracts, superyard operation and discrimination against 
dealer grades in favor of industrial material, could well be the eco- 
nomic destruction of the independent yard which is the backbone of 
small business in the scrap industry. And which is the last vestige 
of an unharnessed facet in the steel empire. The price could likewise 
well be a threat to the national welfare in time of mobilization. That 
is my statement. 

Senator Scnorpret. Mr. Asrael, your complete statement will be put 
into the record at this point. 

(Mr. Asrael’s full prepared statement follows :) 


STATEMENT OF STANLEY J. ASRAEL 


My name is Stanley J. Asrael. I am in the scrap iron business in 
neighboring Alexandria, Va., trading under the name of Alexandria Junk Co., 
Inc. 

The general industrial recession which started in 1957 troughed in 1958, and it 
is now in the process of astounding recovery insofar as the steel industry and its 
influence on the national economy is concerned. 

Scrap iron followed it’s historical pattern of telegraphing the initial slump and 
of confirming the depths of the trough, but has not participated in the recovery, 

My business is a modest one, but its record reasonably reflects the pattern of 
the majority of the yards handling obsolescent scrap as the major part of their 
raw material. My firm’s business reflects a growth in volume from 1951 to 
1956, which was accompanied by substantial capital investment for equipment 
and facilities to handle the increasing load: 


Gross tons 
Year : shipped 
ne a el ce pedcdephalienpsunahabineemmetintbieus 22, 250 
ee aie en ee re a ta hee bhtlsedemenled 15, 410 
I ae ca a nd a cs bh chelate 12, 730 
a cre nn eh dees ce eeeieeins 116, 440 


11959 figure is developed from actual shipments from January through May plus 
anticipated production of marketable scrap for the balance of the year based on average 
receipts of 1,100 tons per month during the first 5 months. 


This table shows that for 1957, 1958, and projected 1959, we have operated at 
something under 65 percent of capacity, which includes an averaging-out for 
inventory buildup during the worst periods and depletion of marketable inven- 
tories as of this moment. 

We are able to buy only 1,100 tons of scrap per month now, in spite of vigorous 
efforts on our part, as compared with the 1,850 tons we were able to buy during 
1956. This 40-percent drop in volume is due to the disintegration of much of 
the collection system for rural scrap. These independent collectors who scour 
the countryside to find, buy, haul, and deliver scrap to us for processing have 
had to turn to other means of livelihood. They cannot make a living under these 
market conditions. 

The scrap marketing picture had always, properly, been one of great com- 
petition at all levels of trading. The yard operators fought to get the material 
to process, and developed volume operations (with Government encouragement 
and assistance) based on small profit margins. These margins still exist. The 
competitive pressure on these margins keeps them rigid regardless of market 
price. Therefore, yard operators (except when speculating on inventory) have 
no gain, from a profit-per-ton standpoint, in handling high-priced scrap. It re- 
quires more capital and is neither better scrap nor easier to process. 

But a level of price between the peaks and the troughs is essential to maintain 
the collector in business and to thereby make available enough material for the 
yards to process and sell to be able to overcome their overhead; make a profit 
and stay in business. 
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We suffered a terrible financial loss last year and would not still be in busi- 
ness today if it were not for our diversification in wastepaper and nonferrous 
metals. 

This pattern is typical for the scrap industry in general. The yard operator, 
whose principal source is obsolescent scrap, is in serious jeopardy of dropping 
out of the picture. His justified position in the funneling of scrap into the 
steel melting furnaces is the one which guarantees—during periods of maximum 
demand for scrap (usually a national emergency of a mobilization character )— 
that extra, elsewhere unavailable tonnage without which the mills would not be 
able to produce quality steel in maximum production. 

The problem is therefore one involving the public interest. To keep the in- 
dependent yard operator and his collector customers “alive” for the “tomorrow” 
when he is essential to the national mobilization effort, he must be kept alive 
today. He cannot be allowed to atrophy, because he cannot be rejuvenated or 
reconstituted in time when scrap will, suddenly, again be needed in unlimited 
quantities to keep our country “competitive” in a time of military crisis. 

These are the major symptoms of our scrap industry’s disease. Some light 
on possible means for curing the patient may be thrown by understanding the 
causes and techniques through which the sickness has been made to spread: 

1. The significant extent of vertical integration in the number of major 
marketing areas as accomplished by Luria Bros. & Co., Inc., may well affect the 
free flow of scrap. 

2. Another factor which is uneconomic in concept and defeats competition in 
practice is the double standard of pricing of certain grades of industrial scrap 
shipped by factories or favored yards at premium prices not accorded material 
of the same physical and metallurgical composition when processed for small 
factories in a yard dealer’s plant. This practice is in effect a kickback to the 
big steel user (and scrap maker) adding further competitive strain to his small 
competitior ; it is a tie-in sale feature to “insure” that this desired scrap will 
not go out into the open market; and it is an additional ace in the stacked 
deck to aid the superyards to take over from the independent yard operator. 

3. The development of these and other techniques of limiting the ability to 
compete on the part of the small businessman in the scrap industry may well 
have been aided by affecting as a dynamic force to maintain a healthy industry, 
the old and large trade association, the Institute of Scrap Iron and Steel, 
Ine. 

Through its many offices and yards across the country, Luria Bros. has 
established a position of importance and power in most of the chapters of the 
institute. Through the efforts of Luria’s officers and traders and with help 
from favored dealers, with whom Luria has close working arrangements, this 
type of chapter strength has been transmitted to the national headquarters of 
the institute. 

Institute affairs and policies are decided by its board, which today includes 
at teast four Luria employees, plus two past presidents who are key Luria 
officials. Deliberations of the board are subject to the motivating guidance of 
the institute’s president, as are the means of implementing its decisions. The 
president is also a Luria official, as has been the case for 6 of the past 8 years. 
The cumulative impact of this type of representation in the halls of council 
of the institute by the Nation’s and the world’s largest scrap firm can readily 
be appreciated. 

This other trade association can make decisions as to whether or not to take 
appropriate steps to diagnose and correct ills of the industry and determine 
the nature and extent of the steps to be taken. 

Containment of scrap markets through “vertical integration” affects com- 
petition and the free movement motivated by supply and demand as factors of 
economics. It has forced an army of marginal collectors out of business. 

The resulting decrease in volume has made most yards in most areas over- 
equipped in terms of their minimum profitable capacity. These yards—repre- 
senting many hundreds in all sections of the country—are in danger of being 
precipitated into bankruptcy. Their demise will cause not a shred of con- 
cern to the shortsighted; the atrophied mechanism of harvesting the marginal, 
hard-to-get-on scrap (critically needed in time of emergency) offers no threat 
to mill operation today; the inconsistent but ever-available technique of Gov- 
ernment embargo on exports based on “shortage” can be implemented to meet 
that problem when it arises again; and the parties to the vertical integration of 
scrap into the steel mill complex will happily fall heir to the residual business 
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left in the wake of the auctioneer’s gavel. Thus will the ultimate in control 
over the source, processing and release of scrap be achieved. 

The price to be paid for their administered stabilization in scrap through 
area, national and international market control by means of exclusive sales 
contracts, superyard operation and discrimination against dealer grades in 
favor of industrial material, is the economic destruction of the independent 
yard—the backbone of small business in the scrap industry—and the last vestige 
of an unharnessed facet in the steel empire. The price is likewise a threat to the 
national welfare in time of mobilization. 

Senator Scoorrret. Mr. Asrael, many of us here are not as fully 
conversant with your industry as you are in the areas in which you 
operate. ‘ 

My attention has been drawn to the fact that, on a national basis 
for the first 5 months of this year, scrap is moving at a rate of over 
40 percent higher than in 1958. 

enerally, have you found that true in your checkup ? 

Mr. AsrarL. Scrap in my area, sir, has been moving better than in 
1958. I cannot give you a percentage figure. It is moving out of the 
dealer’s yard, that is, the accumulations they could not sell last year 
in my particular area. However, the scrap is not moving into the 
yards to keep them operating near a break-even point. 

Mr. Ansperry. Mr. Asrael, the price has increased since last year; 
has it not ? 

Mr. Asrarv. The price has increased perhaps 10 percent since last 
year; yes, sir. It is still not enough to get the canvasser, the collector, 
to go out as a self-employed smal] businessman, to go out and buy, 
bring in the material, make a profit and stay in business. 

Mr. Ansserry. How much more, and what dollar price per ton for 
No. 1 heavy melting would it have to go to achieve the results you 
have in mind ? 

Mr. AsrarL. Experience has shown us, sir, that if we can pay—I 
would convert it with your permission to No. 2 steel, which is the 
principal factor involved in the collectors in my area; I do not have 
many collectors that bring in No. 1 steel because much of it is farm 
scrap—if we can pay $22 to $25 per ton for unprepared No. 2 scrap, 
that is enough to get the customer to go out and bring it in. 

Mr, Ansperry. What are you paying now! 

Mr, Askar“. Today we are paying $18 to $21. In other words, it 
would take another 10 to 15 percent increase to get him to go out and 
to keep him in business. There is a period of wooing that has to be 
done to get him back because in this situation he is probably out with 
vegetables, and that sort of thing, or hauling cordwood. 

Mr. Ansererry. What is the markup that you receive over this that 
you are able to pay your collector ¢ 

Mr. Asrari. The margin which competition has set in my area for 
processing No, 2 steel is approximately $7. It depends somewhat on 
the nature of the No. 2 steel. Some of it requires more preparation 
than others. Some of the costs are rather disproportionate, depend- 
ing on the type of material. 

{r. Ansperry. You, in your prepared statement, mentioned the 
double standard of ore being paid. I gather that Luria Bros, is 
alleged to pay a higher price to collectors than you are able to pay. 


Would you expand on that a little bit ? 
Mr. Asraru. Yes, sir, I will be glad to expand on it. This is not a 
problem which today is present In my own area. I reported on it 
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because, as an official of the National Federation, I am besieged with 
statements from members across the country who are beset with this 
problem and, being a spokesman for them, it was pertinent for me 
to mention it In my presentation. 

Mr. Ansperry. But you do not of your own knowledge know of 
=! instances ? 

fr. AsrarL. Not from my own business experience, no, sir, but of 
my own knowledge, yes. 

Senator Scuorrret. Following up with a few more questions now, 
on the basis that the information veftich we have that scrap is moving 
at a rate of 40 percent higher this year than in 1958, did you have this 
in mind when you said—and I am referring now to your statement 

Scrap steel followed the historical pattern of telegraphing the initial slump 
and of confirming the depth of the trough, but has not participated in the 
recovery. 

Mr. AsraEx. Yes, sir. 

Senator Scuorpret. Now, you refer to Luria domination of the 
institute. Were you ever an officer of the institute chapter ? 

Mr. Asrarn. Yes, I was. 

Senator Scuorrret. What year or years was that? 

Mr. Asraz.. I will have to guess, sir. I believe it was 1953, 1954 
and 1955. 

Senator ScnorrreL. Now do you know of any instance where there 
was a difference in policy between, say, Luria and any other members 
of the institute? 

Mr. AsrareL. You are speaking now in terms of the national meet- 
ings or in terms of the chapter meetings, sir? 

enator ScHoreprpet. In the chapter of the institute, and then if 
you know, about national. 

Mr. AsrakE. Yes, sir, to this extent I can report on that. In pri- 
vate meetings, in accidental meetings of competitors as they go to bid 
on sales or that sort of thing, there would be conversations relative to 
the FTC proceedings. During the couple of years when data was 
being developed and dealers around the country were being con- 
vassed for information prior to the forma) opening of the hearings, 
then during the several years of the conduct of the hearings, there 
would be discussions not sub rosa but not within the framework of 
the institute meetings but by institute members of these proceedings, 
and the industry problems that were being focused by the FTC 
proceedings. 

Not once in my experience—and that covers both chapter and na- 
tional meetings, that includes board meetings—not once did I ever 
hear on the agenda of this trade association any consideration, any 
discussion, any concern with, any acknowledgment of the FTC 
proceedings. ; 

Senator ScHorPreL. But, generally, am I making a fair assumption 
here when I say that there was practically no difference in the polic 
between Luria and other members of the institute? Is that a fair 
statement ? 

Mr. Asraet. No, sir; I do not believe it is, and my reason for that 
feeling is this: That there may have been relatively few instances 
in which there was a conflict, an open verbal conflict in meetings. 

Senator Scuoxrrret. I see. 
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Mr. Asrart. However, there clearly has been from this one facet 
regarding the sacred area of FTC that was never discussed, there 
clearly has been a monitoring of discussion which precluded certain 
topics of conversation or which precluded certain avenues of thought 
or action. 

The industry, for example, is, as both trade associations will tell 
you, made up principally of small dealers. 

Several years ago when your counterparts on the other side of the 
Capitol dome had a hearing into the scrap situation under the Select 
Committee on Small Business there, the attitude of the institute was 
one of, “Here is another possible intrusion on business rights.” 

Now I cannot believe that this official or officially expressed attitude 
could properly reflect the thoughts and concerns of 1ts membership 
on a pro rata vote basis. I do acknowledge that it may have reflected 
the lack of conversation in official meetings relative to this hearing. 

Senator ScnorpreL. Thank you very much. 

What do you have in mind when you use in your statement the 
words “vertical integration”? For the benefit of the record and 
those who are going to read it, give me an explanation of what you 
had in mind there? 

Mr. Asrarut. My understanding of these words is the complete 
scope in scrap marketing as is presently characterized by the super- 
yard. Itstarted with a brokerage function in competition with other 
brokerage houses or firms, and has proceeded to a brokerage function 
which in some areas has exclusive sales rights, in some other areas 
has substantially exclusive sales rights, and in still other areas has 
competitive sales rights. The ability to have these sales rights plus 
the superyard operation, the ability to produce all or substantially 
a great part of the needs of this mill, whose order such a firm has, 
precludes free movement of scrap in that area by reason of having tied 
up the sales and the production or the ability to produce such ma- 
terial. Now this is my understanding of vertical integration going 
from customer source through processing, through direct and ex- 
clusive or substantially exclusive sales to the consumer. 

Senator Scnorrret. About how many brokers operate their own 
yards? Can you give us some idea percentagewise? I know you 
probably cannot be absolutely accurate. 

Mr. AsrakEt. I could not give you any reasonable figure on that, sir. 

Senator Scnorrret. Is it a large number or is it 60 to 40? 

Mr. Asrarv. I could guess that perhaps 30 percent of the brokers— 
I may be far wrong—perhaps 30 percent of the brokers do operate 
their yards, but they could not be considered part of this vertical 
integration on an industrywide level, because such yards of other 
brokers would be operated in a limited area, and there would be no 
correlation possible between marketing areas. 

Senator ScHorrre.. Do you know of any broker, actually a broker 
who does not operate his own yard ? 

Mr. Asrart. Oh yes, I know many brokers who do not operate 
their own yards. 

Senator ScHorrret. Within your immediate area ? 

Mr. Asraet. Yes, sir. 

Senator Scnorrrer. Does counsel have any questions here ? 

Mr. Ansperry. On this vertical integration—as I understand you, 
this is an operation in which Luria Bros. or some other large broker 
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carries on as such and is also a dealer dealing directly with the 
individual collectors who go out and get the scrap; is that what 
you mean ? 

Mr. AsraEt. Yes; that is correct, sir. 

Mr. Ansperry. By the integration ? 

Mr. Asraet. That is correct, sir. 

Mr. Ansperry. In other words, in the old days, or before this took 
place, a dealer would sell to the broker, who in turn would sell to 
the mill, and that is an unintegrated operation ? 

Mr. AsraEt. That is correct, sir. 

Mr. Gorpon. You described vertical integration as you used the 
term. Would you please explain the consequences of this vertical 
integration for the scrap steel industry. How has it affected com- 

etition ¢ 

. Mr. Asraeu. I will be glad to describe it. In some trading areas 
where this vertical integration has already been substantially com- 
pleted, dealers cannot compete with the superyard for material to 
rocess in their own yards, because the price paid by the superyard 
is to all intents and purposes a preclusive price. They cannot buy 
the material from the source, process it even with as efficient equip- 
ment, process it and sell in competition with the vertically inte- 
grated unit. ; 

Mr. Gorvon. This type of vertical integration is not uncommon in 
other industries, is it ? 

Mr. Asraet. I do not know, sir. 

Mr. Gorvon. I donot thinkitis. So far as you know, it isn’t illegal, 
is it? 

Mr. Asrazt. I do not know, sir. 

Mr. Gorvon. Do you know the number of failures in the scrap 
steel industry in the past several years ? 

Mr. AsraEx. No, sir. 

Mr. Gorvon. Do the problems of the scrap industry affect Luria 
Bros. to the same extent as the independents ? 

Mr. AsraEu. I can hazard an opinion. 

Mr. Gorpon. Would you please. If there is a decrease in the gen- 
eral demand for scrap steel, would Luria be affected in the same 
way as other companies ? 

Mr. Asrarx. I would think they would be affected, but I think 
not in the same way. If, for example, it has been their custom to 
supply 50,000 tons a month to a given mill, and they have a yard 
which is producing 20,000 tons a month to substantially take care 
of the needs or a substantial part of the needs of that mill, if that 
mill, because of a lack of business will only buy, let us say, 30,000 
tons, Luria could then supply 20,000 out of their yard, leaving 
only 10,000 for the comparatively open market or from other sources; 
10,000 out of a previous 30,000 from other sources is a serious situa- 
tion for the independent or other yards from whom they buy. 

For Luria, I would think it would not have in this particular 
case the consequence beyond the fact that they would be handling 
less material on a brokerage basis. So it would affect them, but 
not in the same relationship, not to the same extent. 

Mr. Gorvon. I have one more question. 
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You mention the ISIS? a couple of times. The ISIS claims that 
each firm has only one vote. Would you please elaborate further on 
its dominance by Luria Bros. and the consequence for the independ- 
ent scrap steel dealer. 

Mr. Asraet. I am aware of the fact that in its structure each firm 
has only one vote. But when a national board of directors there has 
or may have nine members of one firm of tremendous national conse- 
quence, international consequence, and if they have a particular posi- 
tion on a certain subject, and express their position, they have the 
right each to express—only one to vote, but each to express—I would 
certainly think, that others in that room, others possessing a vote in 
that room, who if they do business with Luria Bros. or want to do 
business with Luria Bros., or are financed by Luria Bros., I would 
think they would get the message, and I would think that their vote 
could well be influenced. 

Mr. Gorvon. And what would be the consequences for the independ- 
ent scrap dealers ? : 

Mr. AsraEu. The consequence is that the voice of the independent, 
or the voice of the other dealers in that organization would be rela- 
tively nullified; that they could not override a principle or a senti- 
ment unpopular with this major force. 

Mr. Gorpon. In other words, then, the fact that each firm has only 
one vote is really of no consequence. 

Mr. Asrarx. I think that these other things that I have pointed 
out are of greater consequence than the one-vote restriction. 

Senator Scroxrret. I think those are all the questions. We thank 
you very much for your presentation here this morning. 

Mr. Diefenthal of the Southern Scrap Material Co. Do you have 
any objection to being sworn, sir? 

Mr. DrerentHau. No; none. 

Senator Scnorrret. Do you solemnly swear that the testimony 
which you will give before this committee will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Drerentuat. I do. 

Senator Scuorrrer. I note that you have a written statement, sir. 
You may proceed to summarize it. 


TESTIMONY OF STANLEY DIEFENTHAL, EXECUTIVE VICE PRESI- 
DENT, SOUTHERN SCRAP MATERIAL CO., LTD., NEW ORLEANS, 
LA. 


Mr. Drerentuay. As a member of the National Federation of Inde- 
pendent Scrap Yard Dealers, I was asked to appear as a witness before 
this committee to testify to certain facts within my knowledge with 
respect to the scrap industry today. As I point out, my statement 
has been filed with the committee and I have no formal summary to 
make. I might only observe that by observations in the past a by 
actual experience it is my feeling that an industry composed of some 
4,000 individuals finds itself today in a very bad position, due to a 
number of factors which, if allowed to go unchecked, will, perhaps, 
result in the extinction of the industry to a large degree, or, at least, in 
its reduction to a very few giant members, giant corporations, such 
as we have seen in other industries in recent years. 


1 Institute of Scrap Iron and Steel. 
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Since the factors that I refer to are beyond the control of the in- 
dustry as a whole and since some of the members of the industry feel 
that the extinction of the industry might be of concern to the Govern- 
ment, due to the past performance of the industry in times of national 
emergency, the smaller members who are most immediately affected 


have sought to enlist more powerful forces on their side. As I under- 
stand it, this is the reason for our present meeting. If I could be of 
any help to the committee by amplifying my statement or answering 
any questions, I shall certainly be glad to do so. 

Senator Scnorpret. Mr. Diefenthal, your prepared statement will 
be incorporated in the record at this point and we shall proceed with 
the questioning. 

(Mr. Diefenthal’s prepared statement follows :) 


STATEMENT BY STANLEY DIEFENTHAL, EXECUTIVE VICE PRESIDENT, SOUTHERN 
Scrap MATERIAL Co., LTD., REGARDING STATE OF THE ScrRAP INDUSTRY 


For several years the steel scrap industry has been in a depressed state with 
little improvement, if any, at the present moment. This condition is due, on one 
hand, to a drastically reduced consumption of steel scrap and abnormally low 
price levels and on the other hand to rising labor costs and excessive overhead 
caused by the necessity for large expenditures for machinery and equipment. 
The predicament in which our industry finds itself is somewhat remarkable 
when viewed in the light of our general economy. While other segments of 
the metalworking business, almost without exception, are enjoying a period of 
great expansion, prices consistent with the level of the national economy and 
increased profits in proportion with prices, the scrap trade is saddled with a 
decreasing number of markets, prices equal or below those of 1948 and even of 
1937 and labor, equipment and service costs which have increased fourfold. 
These facts have caused a majority of the members of our industry to speculate 
on its future with great alarm. 

In my opinion, the difficulties with which we are beset stem partly from 
several innovations of recent years including the import of foreign ore, tech- 
nological improvements in steel mill practice and a disproportionate increase of 
blast furnace capacity with respect to steelmaking capacity, thus enabling the 
mills to decrease their scrap requirements even in face of record steel produc- 
tion. There is, however, a fourth factor which cannot be overlooked and which 
can best be described as a determination on the part of American steel mills to 
obviate, as completely as possible, the necessity for their dependence on the 
steel scrap industry as it was constituted in former years. In this determina- 
tion the mills are being substantially aided and abetted by a certain few mem- 
bers of our industry who exhibit a strong desire to exercise complete control 
over that part of the industry which shall remain after the destruction of the 
rest. 

Those steel producers who seem most intent on limiting or making captive 
the scrap industry are accomplishing their objective by direct dealing, by tie-in 
arrangements; by strong measures directed to scrap producers and even of 
foreign buyers and, most important of all, by exclusive contracts with large 
scrap brokers. 

Those members of our industry who are apparently concerting with the mills 
in an effort to further their own interests are, in turn, achieving their desires 
by means of their comparatively overwhelming financial capacity which en- 
ables them to establish scrap yards regarded as punitive to compete directly 
against noncooperative dealers, to engage in nonprofit transactions affecting 
competition, to influence industrial scrap producers such as railroads or steel 
fabricators and to hire away the key employees of smaller firms with the effect 
of reducing their effectiveness. 

Such activity on the part of certain steel mills and their favored representa- 
tives has not gone completely unnoticed and in 1954 the Federal Trade Commis- 
sion instituted action against certain of these mills and the members of our 
industry with whom they dealt on an exclusive basis. What the outcome of 
this action may eventually be is still undecided and, unfortunately, may remain 
80 for several years since the primary decision in the case has not yet been 
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rendered and it is expected that appeals may require several additional years. 
While these hearings have been going on, the defendant parties have continued 
to expand their activities toward gaining greater control of the industry and a 
great majority of the thousands of scrap dealers in all parts of the Nation have 
been faced with continually narrowing market outlets and direct competition 
that they are largely unable to cope with. 

In the specific case of our own company, prior to, during and after World War 
II we possessed a number of ready markets for our product including those mills 
at Pittsburgh, Chicago, St. Louis, Birmingham, and Houston and a number of 
intermittent markets in other consuming centers where we were able to sell 
steel scrap directly to the mills or through one of several brokers of our choice, 
At the present moment, due to the decreased use of open market steel scrap or 
to exclusive arrangements, we are left with the possibility of selling only to the 
Houston market on a direct basis with all the others having been lost completely 
or requiring that we sell through a specific broker not of our choice. 

It is true that the availability of an export market which opened in 1953 
served to mitigate the loss of our domestic markets; however, it soon became 
apparent that those factors attempting to control domestic markets were also 
in a position to control export sales. By the end of 1954, all export sales to 
Europe were being handled on an exclusive basis. In mid-1955 when the Japa- 
nese steel mills became interested in American scrap, they formed a cartel for 
the purpose of controlling scrap imports and, again, here we found after a short 
time that by far the major share of this business was taken by the same com- 
pany who controlled the European business exclusively and a substantial part 
of the domestic business as well. Due to strenuous activity on the part of some 
members of our industry, the exclusive European contracts were discontinued, 
as such, in 1957 but even under the new arrangements, instituted at the insist- 
ence of our State Department, this same company continued to receive 70 to 
80 percent of the business until such time as the European consumers no longer 
required American scrap. 

With respect to the Japanese business, while there was hever an exclusive 
aspect, one company always received the major portion of the business and in 
the most recent purchase by the Japanese mills of 300,000 tons, this company 
was allotted 160,000 tons as its share while another company also mentioned in 
the FTC action, received 70,000 tons or, between the two companies, a total of 
74 percent of the entire business. 

In other cases where the small and independent members of an industry have 
been faced with similar problems, the Government has occasionally seen fit 
to take direct or indirect action to aid them in their fight against extinction. In 
the case of the scrap industry, unfortunately, and quite probably inadvertently, 
we find exactly the opposite to be true since, almost without exception, every 
administrative order issued in recent years with respect to scrap metals has 
served to mitigate against the small independent dealer and to aid the mills 
and those members of our industry who seek to gain control. I refer here 
mainly to those orders concerning the licensing of steel scrap for export, the 
sale of foreign excess property and, at this very moment, the sale of obsolete 
ships by the Maritime Administration. 

It would be no new experience to see an industry consisting of a large number 
of independent processors slowly merge into two or three giant corporations 
and it might ordinarily be said that such a process is simply one of commercial 
attrition where the most efficient and skilled individuals survive. If this is 
looked upon as normal turn of events, then there is little that can be said in 
favor of our plea; however, this does not appear to be a healthy condition for 
our Nation, is certainly not conducive to private enterprise, and the effects of 
such a system would certainly be felt in the event of a national emergency 
similar to those we have experienced in the past two decades. In this con- 
nection I might point out that no combination of 2 or 3 or even 10 large scrap 
dealers could possibly have accomplished the feats of our scrap industry during 
World War II and the Korean action. While steel scrap may not seem of par- 
ticular importance today, it does not take a very long memory to recall the 
emphasis which was placed upon it during those emergencies when the industry 
was called upon to double or triple its production overnight and responded to 
the extent that no steel mill ever lost production because of a lack of scrap. 
It is also not difficult to project our imaginations to a future emergency when 
the industry might be largely destroyed and suddenly the mills would find them- 
selves unable to produce their required quotas due to their inability to receive 
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fossign ores for making virgin metal, upon which they have come to place such 
reliance. 

I do not think that any of the members of our industry are interested in 
subsidies of any sort nor would they be acceptable as a cure for our ills but, 
on the other hand, we believe that administrative controls or edicts which give 
aid and comfort to the certain few who are limiting the major part of our 
industry are equally unwelcome and the time has come when we must decide 
what can be expected for the future. If the present policy of steel consumers 
in this country whereby they consider the scrap industry only as a standby 
to be used in times of emergency, is to be continued and if the limited amount 
of business which remains in normal times is to be largely controlled by a very 
few members of our industry, then this should be revealed now while there is 
yet time for those who are able and so desire to direct their activities to other 
purposes. 

Senator Scuorrren. I have hurriedly gone over some parts of your 
statement. Members of the committee very often do not have the time 
to examine the statements as carefully as they would like. 

I would like to ask you: Do you have orders with Japan at the 
present time ? 

Mr. Dierentuat. Yes. 

Senator Scnorrret. About how many cargoes ? 

Mr. Dierenrua. Present orders for a 6-month period constitute 
about some nine cargoes. 

Senator Scnorrret. About what is the extent of the average cargo? 

Mr. DrerentHar. About 9,000 tons. 

Senator ScuorrreL. Who would you say is the largest exporter of 
scrap from the gulf area at the present time ? 

Mr. Drerentuar. That is somewhat difficult to say, Senator. 

Senator ScHorrren. Could you give us a rundown for the benefit of 
the record? I think we ought to have in the record some phases of 
that. 

Mr. DrerentHat. I can only say that orders which are given out 
by the Japanese mills and also by the European mills when they buy, 
ordinarily do not specify where they must be shipped from. 

A participant in these orders may be given, for example, an order 
for 20 cargoes, and it may be entirely at his discretion as to whether 
he ships from the gulf area or the east coast or the west coast. They 
are specified only to a broad extent. An order might say that a cer- 
tain dealer can only ship from one area, but certain dealers may select 
any area they desire. Accordingly, it is difficult to say who will be 
the largest exporter from any one area at any one time, because a 
dealer who has an order without the specification may decide to take 
all of his cargoes from a particular area and thus be the largest ship- 
per from that area. 

Senator Scuorpre.. Is the statement that you have made here to- 
day or filed with the committee in regard to exports to Japan a mat- 
ter which you covered in the FTC case generally / 

Mr. DierentuaL. Well, the question of export to Japan was covered 
in some detail in the FTC hearings. 

Senator Scnorrret. And we understand, of course, that that mat- 
ter is now before the FTC for consideration. 

Mr. Dierentua. Right. 

Senator Scuorpret. Is it true that the Japanese now and in the 
past—you referred to them in your statement—and at the present time 
according to information which has been furnished to some members 
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of the commitee, purchased from practically all suppliers at the same 
terms and under the same conditions ? 

Mr. DierentHAL. That is almost a complete and factual statement. 
It can only be said it is not factual in that certain suppliers to the 
Japanese are not allowed to ship from certain areas. 

Binstak Scuorpret. Going back to your own business now, we have 
been informed that, according to the information which we have, 
you are probably one of the one, two, or certainly within the first 
three of the largest shippers from the gulf area; is that true? 

Mr. Drerentuat. I think so; yes. 

Senator Scuorrret. Who would you consider to be the largest one? 

Mr. Dierentuat. As I say, at any particular moment that is diffi- 
cult to say, Senator. For example, Luria Bros. & Co. had for a 
6-month period beginning in April and ending in September an 
order with the Japanese for some—just offhand I would say some 40 
cargoes or more. If they decide to take a number of those from the 
gulf area, then, certainly, they would be the largest shipper from the 
gulf area. If they decide to ship these from the east coast and take 
none from the gulf area, it might conceivably leave our company as 
the largest shipper from the gulf area. It is impossible to say at this 
time. 

Senator Scnorpret. About how much of an investment do you 
have in your New Orleans yard? Would you care to give that to 
the committee ? 

Mr. Dierentua. I would estimate $114 million in actual fixed 
assets, 

Senator ScHorrret. Now, is there any other scrap metal company 
in the gulf area that has the same facilities for handling scrap as 
you and your company ? 

Mr. DirrentHA.. Yes. 

Senator Scnorrret. Does Luria have a yard in the gulf area? 

Mr. Dierentua. No, they have not. 

Senator Scuorrre.. I believe that is all the questions I have on 
this statement. Counsel, do you wish to ask any questions? 

Mr. Ansperry. Yes, sir. Do you know of any substantial number 
of failures among the scrap dealers and brokers over the last year 
or so? 

Mr. Dierenruat. No; I don’t think there have been very many 
failures up until this moment. I think that conditions as we have 
them now have not existed long enough to produce failures, par- 
ticularly in view of the fact that prior to these conditions there were 
two very good years in the industry. I would say that there are 
some failures. I know of some failures which are imminent and 
which will come about if conditions as they now exist continue for 
another year or so. 

Mr. Ansperry. Has any unusual number of mergers or acquisitions 
taken place that you know of ? 

Mr. Dierentuat. In the past 5 years I would say that there has 
been a considerably larger number of mergers and acquisitions than 
in the previous decade. 

Mr. Ansperry. Would you consider your yard a superyard ? 

Mr. Dierentuau. Yes, I would think that our yard could, perhaps, 
be considered a superyard when taken in the light of the average of 
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the 4,000. It is certainly not by any stretch of the imagination the 
largest yard even in the gulf area; but the average of the 4,000 dealers 
whom I mentioned is rather small. 

Mr. Ansperry. What is the largest yard in the gulf area? 

Mr. DrerentTHAL. I would think the largest yard in the gulf area 
would be that of Commercial Metals in Houston, Tex. 

Mr. Ansserry. How are prices set in the scrap industry. 

Mr. Dierenruau. Prices in the scrap industry are set almost en- 
tirely by the consumers. They fluctuate from time to time, due to 
supply and demand. 

Mr. Ansperry. You mean by the steel mills? 

Mr. Dierentuau. By the steel mills or the foreign buyers. 

Mr. Ansperry. Is there any considerable price competition, or is 
this a fixed price? 

Mr. DierentHar, I don’t quite—— 

Mr. Ansperry. Does a mill attempt to negotiate and say “We would 
like to get a dollar a ton less on this particular shipment?” 

Mr. DierentHa. Well, there have been times when negotiations 
with mills would be of assistance to a dealer. In times when they 
required material badly, perhaps negotiation would lead to an addi- 
tional small premium over and above the going price. But ordinarily 
a mill or a buyer says we are paying X dollars and this is the price. 

Mr. Ansperry. You would not say, then, that there was any price 
leadership in the industry which would be attributable to Luria Bros. 
or other large dealers like yourself? 

Mr. DrerentHAL. Well, not at the mill level, no, but certainly that 
would be true at lower levels. An example of that would be in those 
times when, for example, Luria Bros. had an exclusive order with a 
mill or an exclusive export order. At that time that company would 
then be the one that sets the price, and not the mill or the importer. 

Mr. Ansperry. You mean Luria would set the price? 

Mr. DierentHaL. That’s right. That would be at a secondary level. 

Mr. Ansperry. That is if they wanted to buy part of that order 
from your yard. 

Mr. DierentHa. That’s right. 

Mr. Ansperry. Now, on this matter of charges made by Mr. Rosoff 
and others, I believe that Luria pays a higher price to collectors of 
scrap than customarily paid; are you familiar with that? 

Mr. DirerentHaL. Only by hearsay. 

Mr. Ansperry. I believe that is all I have. 

Senator ScHorrret. Do you have some questions, Mr. Gordon ? 

Mr. Gorpon. Yes, I have some background questions. 

In your opinion, did the Government, through any of its policies, 
aid in the growth of Luria Bros. as against others? For example, 
through the system of export controls and licensing of several 
years ago? 

Mr. DierentTHAL. Yes, there was testimony to that effect given before 
the Patman Committee, whose hearings were held just at the time 
when this was an important factor. During certain negotiations with 
foreign steel buyers in late 1956, I think, the Bureau of Foreign Com- 
merce instituted certain licensing proceedings which caused the foreign 
buyers to wonder as to whether their supplies could be purchased in 
this country or not. 
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It was a generally accepted fact that these restrictions placed by the 
Bureau of Foreign Commerce was done so at the request of steel mills 
in this country who were, in turn, concerned about their supplies. 

And a great deal of propaganda was made at that time to these 
foreign buyers to the extent that those persons in this country, those 
suppliers in this country who were closest to the mills, who had a 
superior contact, better influence, would be the best recipients of the 
foreign orders because they could in turn ameliorate the objections 
of the mills to the Bureau of Foreign Commerce regulations. 

Whether that was actually true or not I don’t know. It did havea 
very serious effect on the minds of the foreign buyers in placing their 
orders. 

Mr. Gorpon. Was the campaign to limit exports due to a genuine 
shortage of scrap or was it due to a desire to bring down the price of 
scrap by removing the export alternative? In other words, if you cut 
off part of the market, you are forced to sell to the domestic market, 
That will have to bring the price down, 1 presume. I would like to get 
your opinion on that ? 

Mr. Drerentua. There has never, in my opinion, been an actual 
shortage of scrap. There have been numerous occasions when scrap 
was in shorter supply than others, with consequently higher prices. 
I think it has been brought out many times that, even in the emergency 
during World War II and the Korean war, no mill ever closed down 
for lack of scrap. 

Accordingly, it has been completely, in my opinion, a price situation 
whereby the mills felt that, if export orders were restricted or di- 
minished, prices to them for domestic scrap would be lower. 

Mr. Gorvon. This was a shortage at a price rather than a shortage 
at any price? 

Mr. Dierentuar. That’s right. 

Mr. Gorvon. Do you know of any situation where Luria Bros. has 
imposed its will in the pricing and marketing of scrap? If so, how 
did it do it ? 

Mr. DrerentuHau. Only to the extent that I previously mentioned 
in answer to counsel’s question. When Luria Bros. or any other com- 
pany of their size has an exclusive order, then in that case they are in 
a position to impose their will with regard to price. 

Mr. Gorpon. Impose their will on whom? Can they impose their 
will, say, on other brokers or scrap dealers ? 

Mr. Drerentua. Yes; that is what I refer to. For example, we 
are in an area in the gulf area where exporters are only competitive 
outlets, 1 shouldsay. If Luria Bros. or any similar companies had an 
exclusive export order, we would be forced to sell to them, and in that 
case the price would be whatever they desire to pay. 

Mr. Gorvon. They sell to Luria or to nobody 4 

Mr. Drerentuat. It would be a question of selling to them or no 
one, whenever they had an exclusive order. 

Mr. Gorpon. Now, here is a very important point which I would 
like to develop a little further. You testified before the House Small 
Business Committee—and this is on page 159 of the testimony—that, 
even though you had independently secured orders from Japan for 
scrap, you had to make a payment of $1 per ton to Luria on your 
Japanese business in order to be allowed to participate in the Euro- 
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pean business, OCCF?! business, which Luria had tied up. Will 
you please elaborate on this further? 

This wasn’t developed at the House hearings and I would like to de- 
velop it further here. Do you recall this testimony ? 

Mr. Dierenruar. Yes, I don’t recall the testimony exactly. I 
recall the incident, the incident of the testimony. In 1955, and, 
perhaps, in early 1956, we were doing a considerable amount of busi- 
ness with Luria Bros., supplying scrap to them on orders which they 
had with the OCCF. 

These orders were at one time exclusive. I don’t know how Jong 
they continued on that basis. We felt, our company felt, that it was 
not to our best interests to do business solely with one exporter or with 
one foreign buyer, and, accordingly, we sought to receive Japanese 
business, which at that time was just coming into being. And we were 
eventually successful in securing an order for several cargoes of scrap 
from Japanese buyers. At the time, this did not meet with the 
complete approval of Luria Bros., with whom we were doing the bulk 
of our business. 

Mr. Gorpon. Why didn’t it meet with their approval? Aren’t you 
free to get orders from Japan if you try to? 

Mr. DrerentHan. Well, ordinarily we were free. Certainly we were 
free. There was no reason-why we should not have been, but they 
did not like to see the loss of the business which we were going to do 
with them. They felt that any Japanese orders which we might have 
would cut down on the volume of business we could do with them for 
European customers, and, naturally, they wanted to maintain as high 
a volume as possible, so that they were rather upset about the fact that 
we were doing direct Japanese business instead of doing OCCF busi- 
ness through them, and suggested that if we wanted to continue doing 
the OCCF business, which at that time was a necessity, because our 
Japanese orders were insufliciently large to take our entire production, 
that we would then have to pay them a brokerage on the Japanese 
business which we had obtained directly. 

Mr. Gorvon. You had to pay a brokerage fee even though you did 
not get the order through them? You got the order on your own, 
did you not? 

Mr. DierentrHar. That’s right. 

Mr. Gorvon. This dollar per ton, or whatever it is, that you had to 
give for no services rendered, sounds to me almost like tribute in order 
to get business on another end. Weren’t there any services rendered 
at all, including brokerage services ? 

Mr. Dierentuat. No. 

Mr. Gorvon. It was just a payment for the privilege of selling to 
the European market; is that correct ? 

Mr. Drmerentran. Well, it was looked upon as a payment to reim- 
burse them for the loss that they would sustain by our doing business, 
by our diverting a part of our tonnage to the Japanese. 

Mr, Gorpon. Have independents in certain regions been forced to 
sell to Luria because of its exclusive with a number of steel companies? 
You may have answered this already. 


1 Office Commun des Consommateurs de Ferraille, or the Joint Office of Scrap Consumers, 


was set up by the European Coal and Steel Community in 1953 as a scrap purchasing agency 
for the six member nations. 
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Mr. DierentuHaL. Yes. 

Mr. Gorpvon. Now, recently the Japanese placed an order for 300,000 
tons of scrap. We understand that Luria and Hugo Neu cornered 
about three-quarters of the order between them. How did they accom- 
plish this? It was 74 percent as I understand it. 

Mr. Direrentuat. Well, I don’t know how they accomplished it. 
This was a rather surprising purchase. The Japanese had issued an 
order back in April of this year for what everyone thought was their 
total requirement April through September. No one—at least, I 
didn’t know that they were going to issue additional orders until this 
announcement was made that they had in fact bought, I think, some 
31 additional cargoes, of which the people you mentioned were given 
the majority share. 

Mr. Gorpon. On page 3 of your written statement you say that one 
company, and I presume you are referring to Luria, always received 
the major portion of the business from Japanese mills. 

As I understand it, Luria has an office in Japan, the sole function 
of which is to try to get business from Japan. Isn’t it natural, then, 
that it gets more business there because it has an office right there and 
spends more money ¢ 

Mr. Drerentuat. All suppliers to Japan, including ourselves, have 
offices or representatives there. 

Mr. Gorpon. Is there any evidence that Luria “stabilized”—I have 
seen this word “stabilized,” perhaps not in your testimony but in other 
testimony, and it is in quotation marks—“stabilized” prices by force, 
threat and intimidation? Included is the threat of price wars and, 
for example, punitive yards. The latter is a term that some scrap 
dealers use. 

Mr. DrerenTHAL. You say, is there evidence to that effect ? 

Mr. Gorpon. Yes; do you have any evidence? You talk about 
punitive yards. 

Mr. DierentTHau. Only statements from their employees to that 
effect. 

Mr. Gorpon. You say these employees have made statements. What 
kind of statements ? 

Mr. Dierentuat. Certain employees of that company have made 
statements that, since we terminated our business with them—for 
example, in our own particular company—they would make every ef- 
fort possible to hinder us from competing with them in the gulf area. 

Mr. Gorpvon. So, threats have been used. 

Mr. Drerentuat. If that statement by their employees constitutes 
a threat. 

Mr. Gorvon. Would you say it constitutes a threat? 

Mr. Dierentuat. I would think so. 

Senator Scuorrret. Let’s pursue that a little bit further. How 
could they actually do that to you in a competitive market where you 
could go out and bid, where you had your connections? How could 
they possibly do that, say, on these shipments, these Japanese ship- 
ments where you had agents in Japan and they had agents in an office 
in Japan. I would assume that, if they go to the expense or if any 
company goes to the expense to establish any headquarters in a foreign 
country or in this country here, they would expect their employees or 
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managers in charge of that office to go out after the business, hoping, of 
course, that there would be regular, ethical practices. 

Isnt it a fact that it was highly competitive down in this area 
between you and your company and Luria Bros. ? 

What pinpointing could you give this committee where they were 
actually in a position to intimidate you and your company ? 

Mr. DirrentHat. That they would have been in a position to do so? 

Senator Scnorpren. Yes, sir. Can you pinpoint some of those? 

Mr. Dierentuat. There are many ways in which it could be done. 

Senator ScHorrreL. Have they been done? That is what we want 
to know. 

Mr. Drerentuau. At this moment, no. 

Senator ScHorrret. I want to be absolutely fair with you because, 
you understand, as members of this committee, we are going into this 
record, and we want to know. If you have specific instances, it would 
be helpful to this committee. 

Mr. DierentrHau. The question, actually was about threats, and 
there is a great difference between a threat and a consummated threat, 
you might say. Actually there has been no overt action that I know 
of except an increase of the competition, as you mentioned. 

Senator ScHorpren. Yes. 

Mr. Dierentuau. To do any damage to our company or any other 
company. 

Senator Scuorpret. Thank you. Any more questions here, gentle- 
men ‘ ‘ 

Mr. Gorpon. T have just one more. Do you know when the study 
of the scrap industry was shifted from the Bureau of Mines to the 
Commerce Department ? 

You know the Bureau of Mines studies the production and use of 
various materials, raw materials. As I understand it—and I may be 
wrong here—the Bureau of Mines at one time studied the scrap steel 
business too, and then it was subsequently shifted to the Commerce 
Department. 

Mr. Drerentuat. Actually, I think there the functions are some- 
what different. We are still required to report to the Bureau of Mines 
certain facts with respect to our inventories and sales. The Bureau 
of Foreign Commerce, to the best of my knowledge, only comes into 
play in the scrap-iron industry with regard to the licensing of export 
shipments. 

Mr. Gorvon. You still send reports in to the Bureau of Mines, I 
take it ? 

Mr. Dirrentuat. As late as a year or so ago, I know we did. I 
don’t have any direct knowledge at this moment. I know we did up 
until a very short time ago. 

Senator Scuorrret. The next witness is Mr. Lester Shapiro of 
Henry Shapiro & Co. 


TESTIMONY OF LESTER SHAPIRO, PARTNER IN THE FIRM OF 
HENRY SHAPIRO & CO., WILKES-BARRE, PA. 


Senator ScHorpret. Do you have astatement ? 
Mr. Suartro. I have a statement. 


Senator Scnorpre.. Have you already filed that statement with the 
committee ? 








38 


PROBLEMS OF THE SCRAP-STEEL INDUSTRY 


Mr. Suapiro. I just finished it very late last night. I was not able 
to get it to you any sooner. 

Senator Scuorpret. Will you quickly summarize this statement. I 
understand you did not file that with the committee. Your entire 
statement, however, will be made a part of the record, and it will be in 
the same category that we mentioned awhile ago when Senator Long 
was here. 

These statements that have not been filed with the committee pre- 
vious to the hearing will be included in the record. 

Do you solemnly swear the testimony that you give will be the truth, 
the whole truth and nothing but the truth, so help you God? 

Mr. Suapriro. I do. 

Senator Scuorrren. You may proceed to summarize it, please. 

Mr. Sapiro. I will start by saying that my name is Lester Shapiro. 
I am a senior partner in the firm of Henry Shapiro & Co. of Wilkes- 
Barre, Pa., and our firm has been in business since 1904. I am going 
to try and limit myself to a few parts of my brief here that I don’t 
think have been covered previously. 

Senator Scuorrre.. That is quite all right. 

Mr. Suartro. The scrap industry finds itself boxed in between ex- 
ternal mill forces and internal forces exemplified by increasing con- 
centration of power in the scrap market. 

Our situation at the present is dramatized by what I term our three 
imbalances. 

The first imbalance is an unparalleled disparity between the cur- 
rently depressed prices of scrap while new steel prices and profits are 
at an all time high. 

The second imbalance is an anomalous situation, never before oc- 
curring in the history of the scrap business, which finds the steel in- 
dustry producing steel at almost 100 percent of capacity while the 
scrap dealers can sell very little of their own product to the steel mills. 

And, to amplify this, I would like to say that any record that indi- 
cates that scrap consumption has increased this year should indicate 
that the increased consumption has come mainly from industrial 
sources and very little from the open market scrap which the dealers 
control. 

The third imbalance is what we feel is an outrageous discrimination 
against dealer scrap, vis-a-vis industrial scrap. Certain dealers sell 
scrap as much as $5 a ton lower than industrial material of identical 
quality and grade. 

I am going to skip over the economics of scrap and come to the point 
of technology, because I think it has already been raised. 

Advances in technology have been advanced as a reason for our 
“standby” status. When I say “standby,” I mean the standby status 
of the independent scrap dealer. It is inconceivable to those who 
know the metallurgical concepts, that scrap can be ignored or elim- 
inated. If, theoretically, some process were so employed, then the 
mills would themselves be in an unfortunate position whereby one- 
third of their production would have to be thrown away, because the 
theoretical process would be unable to use the crop and billet ends, 
etc., which are produced as home scrap, Any economical and com- 
petitive method of making steel, therefore, must be able to remelt and 
make use of home scrap. Since open-market scrap, or that produced 
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by dealers, is essentially and intrinsically identical to home scrap, it is 
readily seen by logic alone that the concept of elimination of scrap by 
technological progress is a false premise. 

Scrap will be needed in the foreseeable future as long as steel is 
made by the open-hearth process or by electric furnaces, which use 
100 percent scrap. Asa matter of fact, plans announced by the largest 
steel corporations involve substantial increase in open-hearth and elec- 
tric-furnace installations. All this should mean a continuing and 
large use of the scrap industry, rather than too much reliance on 
foreign ore resources, discussed below. 

Beneficiation of ores, shortening the time consumed in the reduction 
process in the blast furnaces and the Bessemer converters, or in the 
the melting processes, by the use of oxygen, and other technological 
progress have served to reduce the steel industry’s cost on the virgin 
50 percent of the raw material used in the melt, and this is a logical 
and sensible type of progress. However, this does not reduce or elimi- 
nate the need or use of the normal 50 percent scrap charge, because 
scrap is steel which has already been refined, ready for immediate use 
in the open hearth or electric furnace, without the need of preproces- 
sing as is required in reducing iron ore. 

The issue here is the withering of the market for dealer scrap, not 
part of the integrated, mill-owned complex, and, therefore, not con- 
trolled. 

The internal forces affecting the scrap industry are briefly covered 
herein as: 

PHASES OF CONCENTRATION OF POWER 


1. The setting up by Luria Bros. of a chain of superscrap yards with 
the consent of important steel companies. It apparently is hoped 
that scrap prices will be stabilized and independent scrap yards would 
be reduced to the status of feeding superyards with raw material. 
Whereas it has been difficult for the steel industry during the last 50 
years to make the scrap industry captive, this plan has the potenti- 
ality of accomplishing this result, through the services of one mill 
agent with the effect of stabilizing scrap. This would be disastrous to 
the interests of the independent steel mills, and electric furnace op- 
erators who are not integrated have no iron-ore sources here or abroad, 
and who depend upon open-market scrap up to 100 percent of their 
capacity. This setup can make it smeilils for big steel companies to 
disrupt the free inertia’ collection organization of the scrap industry, 
and also adversely affect small, independent steel mills. 

2. In Detroit, New York, and Seattle, to name only a few points 
where these superyards have recently been put into operation, Luria 
Bros., through their subsidiaries, have paid higher prices for raw 
material to normal sources of scrap of the independent scrap yards 
than they have paid to the independent scrap yards be the 
finished, or “processed,” grades of scrap which normally are sold to 
steel mills. ‘This policy has strengthened the trend toward concen- 
tration in the scrap industry. 

The above background will serve to clarify the 
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CURRENT PLIGHT OF THE INDEPENDENT SCRAP DEALER 


A. Distortion of the normal historic pattern in the economics of 
scrap has produced— 

1. The beginning of the disintegration of the scrap collecting 
machinery, involving these results: 

(a) The public interest has been compromised. 

(6b) National defense is involved. 

(c) Conservation of natural resources has been ignored. 
(d) The interests of small business are adversely affected. 

2. The disruption of normal channels through direct dealing by 
mills or their agents with industrial sources, and through price dis- 
crimination against dealers’ scrap compared to identical grades of 
industrial scrap. 

3. Drying up of sources and actual loss of materials through rust, 
burial, noncollection because of low prices. 

4. An economic squeeze of the scrap dealer because his heavy in- 
vestment in plant and equipment creates a large overhead which can- 
not be covered while he is on a standby basis. 

B. The extensive development of foreign sourr es of iron ore. Ever- 
increasing imports of iron ore into the United States over tenuous 
lines of communication that can be disrupted in any national emer- 
gency have presented many problems. Reliance on foreign ores not 
only raises a question about employment in Minnesota and other iron- 
ore districts in the United States, but also in connection with labor 
employed in the scrap industry, who feel they are being discriminated 
against in favor of cheaper labor in Venezuela, Liberia, Chile, and 
other remote areas. Moreover, changes which are always possible in 
the political climate of foreign ore-producing countries make these 
sources of ore very vulnerable. 

C. The increasing concentration of power over scrap within the 
scrap industry is the most important new element that has changed 
the historic pattern of scrap, and is tending to make the scrap in- 
dustry captive to the steel industry. 

D. The scrap industry now finds itself boxed in between external 
and internal forces as referred to above. 

We, therefore, make the following recommendations: 

1. The Senate Small Business Committee should conduct an in- 
vestigation of trend toward concentration in scrap industry; to study 
whether a balanced program is being followed by the steel industry, 
involving the utilization of the scrap resources of this country, in 
connection with conservation, national defense, and the interests of 
the small businessman; to determine whether an administered pric- 
ing policy is being extended to scrap. 

2. A conference under the auspices of some appropriate Govern- 
ment department should be arranged between representatives of the 
scrap industry, particularly the independent scrap-yard dealer and 
the steel industry, to discuss the restoration of the free market in 
scrap and an economic balance between hot metal and scrap in 
metallics. 

3. Establish a special Cabinet committee similar to that already 
established to examine the problems of the independent petroleum 
industry: to study the achievement of a balance hutiondan all metals 
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and by the steel industry, including domestic scrap and iron ore 
imports by imposition of import duties or by quotas, through volun- 
tary or other means; to propose such other measures as will preserve 
the function and service of the scrap industry as a strategic adjunct 
to national defense. 

4. The Bureau of Mines should be authorized to undertake a con- 
tinuous study of the economics of scrap. This agency has established 
a reputation for scientific research and reliability. However, al- 
though the Bureau of Mines has handled and is still handling prac- 
tically all raw materials, from the point of view of continuous service 
and statistics, the only major exception is scrap steel ; and the Lron and 
Steel Division of the Department of Commerce still maintains juris- 
diction over studies and policies concerning this commodity. Scrap 
should be turned over to the only agency that has the experience to 
handle it—the Bureau of Mines—to secure the authentic facts in 
which confidence may be imposed. 

Senator Scnorrret. Mr. Shapiro, your complete statement will be 
incorporated in the record at this point. 

(The complete prepared statement of Mr. Shapiro is as follows :) 


STATEMENT BY LESTER SHAPIRO, HENRY SHAPIRO & Co., REGARDING STATE OF THE 
Scrap INDUSTRY 


My name is Lester Shapiro, senior partner in the firm of Henry Shapiro & 
Co., of Wilkes-Barre, Pa., and president of the National Federation of Inde- 
pendent Scrap Yard Dealers, Inc. 

Our firm was established by my father, Henry Shapiro, in 1904. It is one of 
the better known businesses of its type in our area, and over the years a sub- 
stantial capital investment has been accumulated. We are representative of 
one of ove %,000 small enterprises principally handling scrap iron and steel. 
In recent vars we have been deeply hurt economically by events which are 
contra i) uicated by the general economic climate. 

The scrap industry now finds itself boxed in between external mill forces, 
and internal forces exemplified by increasing concentration of power in the 
scrap market. This internal force will be examined in detail hereafter. Our 
situation is dramatized by the following imbalances: 

An unparalleled disparity between the currently depressed prices of scrap 
while new steel prices and profits are at alltime highs; 

An anomalous situation, never before occurring in the history of the 
serap business, which finds the steel industry producing steel at almost 100 
percent of capacity while the scrap dealers can sell very little scrap to the 
steel mills; 

An outrageous discrimination against dealer scrap vis-a-vis industrial 
scrap which prices certain dealer scrap items as much as $5 per ton lower 
than industrial material of identical quality and grade. 

We propose to show that these developments are inimical to the public inter- 
est, which involves national defense, conservation policies of our country, and 
free enterprise, with especial attention to the basic rights of small business. 

To fully appreciate these developments it is important to have a picture of the 
function of the scrap dealer, the importance of scrap as a raw material, and 
some basic concept of the technological aspects involved. 


THE ECONOMICS OF SCRAP 


1. The importance of scrap to the steel industry of the United States is meas- 
ured by the fact that it represents approximately 50 percent of the raw ma- 
terial that is used in the open hearth furnace to produce new steel. The 
electric furnace, which is used to produce the highest grades of new steel, uses 
a charge of 100 percent scrap. In 1957 (the last “normal” year for scrap), 
approximately 3514 million gross tons were handled by the scrap industry—30 
million tons going to the domestic steel industry, and 5% million tons for ex- 
port—the total value of the product being well over the $114 billion. 
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2. Scrap is an “annual crop” that is collected out of the reservoir of iron 
and steel products in use by our modern civilization in the United States. This 
reservoir is estimated at over 1% billion tons of iron and steel articles in use 
today. While the iron ore reserves beneath the surface of the earth are depleted 
from year to year, the “mine above the earth” of scrap is increased from year 
to year, because many more millions of tons in the form of new manufactured 
articles are put into circulation and added to the scrap reservoir every year, 
than are taken out of the reservoir in the form of obsolescent scrap. Failure 
to use this crop results in the rusting away, burial, dumping, or loss of a good 
part of it. 

8. The future of scrap as a raw material should grow with the expanding econ- 
omy of the steel industry. Today, the steel-producing capacity of the United 
States is approximately 147 million tons. To take care of the expanding econ- 
omy required by the annual increase of population of 3 million people, by the 
requirements of national defense, and the prospects of increasing world trade 
involved in the raising of standards of living all over the world, plans have al- 
ready been discussed by steel corporations to increase steel capacity by an- 
other 60 million tons for the next 15 years. The denial of an opportunity for 
the scrap industry to share in this expansion of our economy, is the subiect of 
this brief. 

4. Governing the entire structure of the scrap industry in the past was the 
economic fact of a free market, within which the scrap prices moved sensitively 
in accordance with the law of supply and demand. While iron ore, pig iron, 
coal, coke, and limestone—the other raw materials required in the manufacture 
of steel—do not operate in a free market, because of ownership by the steel in- 
dustry that still is not captive. However, it seems evident to us that steel in- 
terests are bent on controlling the only segment of the steel complex which 
they do not own. 

5. Advances in technology have been advanced as a reason for our “standby” 
status. It is inconceivable to those who know the metallurgical concepts that 
scrap can be ignored or eliminated. If, theoretically, some process were so em- 
ployed, then the mills would themselves be in an unfortunate position whereby 
one-third of their production would have to be thrown away, because the 
theoretical process would be unable to use the crop and billet ends, ete., which 
are produced as “home scrap.” Any economical and competitive method of 
making steel, therefore, must be able to remelt and make use of “home scrap.” 
Since “open market” scrap, or that produced by dealers, is essentially and in- 
trinsically identical to “home scrap” it is readily seen by logic alone that the 
eoncept of elimination of scrap by technological progress is a false premise. 

Scrap will be needed in the foreseeable future as long as steel is made by 
the open hearth process or by electric furnaces, which use 100 percent scrap. 
As a matter of fact plans announced by the largest steel corporations involve 
substantial increases in open hearth and electric furnace installations. All 
this should mean continuing and largest use of the scrap industry, rather than 
to much reliance on foreign ore resources, discussed below. 

Beneficiation of ores, shortening the time consumed in the reduction process 
in the blast furnaces and the Bessemer converters, or in the melting processes 
by the use of oxygen, and other technological progress have served to reduce 
the steel industry’s cost on the virgin 50 percent of the raw material used in 
the melt, and this is a logical and sensible type of progress. However, this 
does not reduce or eliminate the need or use of the normal 50 percent scrap 
charge, because scrap is steel which has already been refined, ready for im- 
mediate use in the open hearth or electric furnace, without the need of pre- 
processing as is required in reducing iron ore. 

The issue here is the withering of the market for dealer scrap, not part of 
the integrated, mill owned complex, and, therefore, not controlled. 

The internal forces affecting the scrap industry are briefly covered herein as: 


PHASES OF CONCENTRATION OF POWER 


The setting up by Luria Bros. of a chain of super scrap yards with the consent 
of important steel companies. It apparently is hoped that scrap prices will be 
“stabilized” and independent scrap yards would be reduced to the status 
of feeding superyards with raw material. Whereas it has been difficult for 
the steel industry during the last 50 years to make the scrap industry “captive,” 
this plan has the potentiality of accomplishing this result, through the services 
of one “mill agent’ with the effect of stabilizing scrap. This would be dis- 
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astrous to the interests of the independent steel mills, and electric furnace 
operators who are not integrated, have no iron ore sources here or abroad, and 
who depend upon open market scrap up to 100 percent capacity. This setup 
can make it possible for big steel companies to disrupt the free market collec- 
tion organization of the scrap industry and also adversely affect the small 
independent steel mills. 

In Detroit, New York, and Seattle, to name only a few points where these super- 
yards have recently been put into operation, Luria Bros., through their subsid- 
iaries, have paid higher prices for raw material to normal sources of scrap of 
the independent scrap yards than they have paid to the independent scrap yards 
for the finished or “processed,” grades of scrap which normally are sold to 
steel mills. This policy has strengthened the trend toward concentration in 
the scrap industry. 

The above background will serve to clarify the— 


CURRENT PLIGHT OF THE INDEPENDENT SCRAP DEALER 


A. Distortion of the normal historic pattern in the economics of scrap has 
produced 
1. The beginning of the disintegration of the scrap collection machinery, 
involving these results: 
(A) The public interest has been compromised. 
(B) National defense involved. 
(C) Conservation of natural resources has been ignored. 
(D) The interests of small business are adversely affected. 

2. The disruption of normal channels through direct dealing by mills or 
their agents with industrial sources, and through price discrimination 
against dealer scrap compared to identical grades of industrial scrap. 

3. Drying up of sources of scrap and actual loss of materials through rust, 
burial, noncollection because of low prices. 

4. An economic squeeze of the scrap dealer because his heavy investment 
in plant and equipment creates a large overhead which cannot be covered 
while he is on a standby basis. 

B. The extensive development of foreign sources of iron ore. Ever-increasing 
imports of iron ore into the United States over tenuous lines of communications 
that can be disrupted in any national emergency have presented many problems. 
Reliance on foreign ores not only raises a question about employment in Minne- 
sota or other iron ore districts in the United States, but also in connection with 
labor employed in the scrap industry, who feel they are being discriminated 
against in favor of cheaper labor in Venezuela, Liberia, Chile, and other remote 
areas. Moreover, changes which are always possible in the political climate of 
foreign ore-producing countries make these sources of ore very vulnerable. 

C. The increasing concentration of power over scrap within the scrap industry, 
is the most important new element that has changed the historic pattern of 
scrap, and is tending to make the scrap industry “captive” to the steel industry. 

D. The scrap industry now finds itself “boxed in” between external and 
internal forces as referred to above. 

We therefore make the following: 





RECOM MENDATIONS 


1. The Senate Small Business Committee should conduct an investigation of 
trend toward concentration in the scrap industry; to study whether a balanced 
program is being followed by the steel industry, involving the utilization of the 
scrap resources of this country, in connection with conservation, national de- 
fense, and the interests of the small business man; to determine whether the 
“administered pricing” policy is being extended to scrap. 

2. A conference, under the auspices of some appropriate Government depart- 
ment, should be arranged between representatives of the scrap industry, particu- 
larly the independent scrap yard dealer, and the steel industry, to discuss the 
restoration of the free market in scrap and an economic balance between hot 
metal and scrap in metallics. 

3. Establish a Special Cabinet Committee similar to the precedent in connec- 
tion with the examination of the problems of the independent petroleum indus- 
try; to study the achievement of a “balance” between all metals and by the steel 
industry, including domestic scrap and iron ore imports by imposition of import 
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duties or quotas, through voluntary or other means; to propose such other 
measures as will preserve the function and service of the scrap industry as a 
strategic adjunct to national defense. 

4, The Bureau of Mines should be authorized to undertake a continuous study 
of the economics of scrap. This agency has established a reputation for scien- 
tific research and reliability, however, although the Bureau of Mines has handled 
and is still handling practically all raw materials, from the point of view of 
continuous service and statistics, the only major exception is scrap steel; and the 
Iron and Steel Division of the Department of Commerce still maintains jurisdic- 


tion over studies and policies concerning this commodity, scrap should be turned 
over to the only agency that has the experience to handle it—the Bureau of 


Mines—to secure the authentic facts in which confidence may be imposed. 

Mr. Ansperry. The Bureau of Mines, I believe, some years ago 
did, as a part of the Minerals Yearbook, have a study of scrap. 

Mr. Suaprro. Yes. 

Mr, Ansperry. When did they stop doing that 4 

Mr. Suaprrro. Eveny scrap dealer was compelled—I think, there 
was a regulation where we had to send them our total tonnage shipped 
monthly and also to give them percentages, so much in No. 1 steel, so 
much in No. 2 steel. I believe that that requirement for filing was 
abolished some 3 or 4 years ago. 

Mr. Gorpon. I must confess I am not prepared to ask you ques- 
tions, because I did not have the opportunity to study your statement. 
However, one statement here seems interesting : 

However, it seems evident to us that steel interests are bent on controlling 
the only segment of the steel complex which they do not own. 

This is a very general statement, and I am just wondering if you 
could be more specific. Can you give a single example of this state- 
ment ? 

Mr. Suarrro. I would like to generalize a little bit first by indicat- 
ing that the — business, insofar as the independent scrapyard 
dealer is concerned, is the only portion of the steel complex that has 
not been integrated. 

The steel mills own the ore mines, and they own the boats that 
transport the ore, they own the unloading facilities and the mills, and 
of course, the finishing facilities, and the only portion of their mate- 
rials that they do not own are the scrap metallics that are furnished 
by scrap dealers as free market scrap. 

Now, by certain devices of pressure from within our industry, 
where supermarket yards are established next to steel mills, they can, 
by these devices, control the price of the only raw material that they 
have not owned, or that they don’t own at this point. 

We feel that this is the major method by which they can make our 
industry a so-called captive, in the sense that they will be able to 
control our tonnage. We know of many instances—they have come to 
me—where the supermarket yards have been able to pay as much, or 
within a dollar a ton as much, for unprepared materials delivered 
to the supermarket yards as the dealer himself can get for fully pre- 
pared material. , : 

Mr. Gorvon. Are you saying that the location of the so-called super 
yards contiguous to or near these steel companies is evidence of the 
fact that the “steel interests are bent on controlling the only segment 
of the steel complex which they do not own?” 

Mr. Suaprro. That is my inference, because I feel that a super- 
market yard—and I would like to amplifiy that point to state that a 
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supermarket yard is not a supermarket yard just because of size 
alone. It is very important that it be integrated into a mill opera- 
tion. Otherwise it doesn’t fall into the category of a supermarket 
yard, for it doesn’t control the market. 

~ Mr. Gorpvon. Were these yards set up at the insistence or at the 
request of the steel companies ? 

Mr. Suapriro. I have no knowledge about that, but I would assume 
that if a supermarket yard is established on mill property, it would 
certainly have to be done with the consent of the mill and certainly 
possibly at the instigation of the mill. : 

I understand that there is a supermarket yard that is on the Great 
Lakes Steel Corp. property, that is, on mill-owned property. 

Mr. Ansperry. Do you believe that the current low price of scrap 
relative to the price of steel is due to the operation of ordinary eco- 
nomic forces such as supply and demand, or do you believe that it is 
due to planned plot or conspiracy on the part of the steel companies ? 

Mr. Suarrro. I would assume that the price of scrap as evinced by 
its level during the recent recession would have obviously been a result 
of economic factors. 

But since the steel mills have, since that recession, gone on a basis 
of almost 100 percent operation, I would have assumed that the prices 
of scrap would have climbed up proportionately. 

Instead of that, it seems that while the overall level is somewhat 
higher than it was in the depths of this recent recession, scrap prices 
were actually dropping early this year at the same time as mill opera- 
tions were going up, and this is the disparity that I referred to. 

I can understand a difference in a curve, let’s say, if you were 
drawing a graph, where steel production, ingot production, was going 
up sharply, that scrap prices might go up on a little less sharp curve 
because of certain factors which I have presented. 

But I cannot understand why scrap prices should drop and go down 
at a time when consumption, or rather ingot production, is going up. 
That is the imbalance that I am talking about. 

Mr. Ansperry. And you do not think that that can be adequately 
explained by the lower proportion of scrap which the steel companies 
are using in their melt? 

Mr. Suapiro. I think the lower proportion of scrap used in the 
melt is due mainly to two factors. One is an increased reliance on 
imported ore, so that, instead of the normal 50 percent of the charge 
in the furnaces, they are possibly able to get along with 45 percent. 

Now, out of that 45 percent, you would say that is only a 5 percent 
cut, but that 5 percent cut has come out of our portion of the purchase 
scrap, out of the amount of scrap that goes into the melt normally 
and historically, the mills have supplied 50 percent of it by use of their 
own home scrap, leaving 25 percent of the total metallics for open- 
market scrap. 

Out of that 25 percent, the industrial tonnages, which are coming 
back, iN most cases, on a direct basis, have not been cut. The cut has 
come in the 121% percent that we normally are able to consider our 
market. 

4 If you take that 5 percent out of our 121% percent, that leaves us 
(4 percent, and that is a substantial drop. 
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Mr. Ansserry. And you feel that is an adequate explanation of 
the current low prices of scrap? 

Mr. Sapiro. | do. 

Senator Scuorrren. Thank you very much, Mr. Shapiro. 

Mr. Nathan Willis of the Eastern [ron & Metal Co. 

Did you file a statement with the committee? 

Mr. Wis. No, I did not, but I have a few copies here. 

Senator ScHorrrert. Do you have any objection to being sworn ? 

Mr. Wits. No, I haven't. 

Senator Scuorrre,.. Do you solemnly swear that the testimony 
which you shall give will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Wiuts. I do. 

Senator Scuorrret. All right, Mr. Willis. Proceed. 


TESTIMONY OF NATHAN WILLIS, PARTNER, EASTERN IRON & 
METAL CO., DETROIT, MICH. 


Mr. Wiis. My statement isn’t very long, so I think I will read it 
in its entirety. 

My name is Nathan Willis, a partner of the Eastern Iron & Metal 
Co., Detroit, Mich. 

- It seems ironic that the scrap industry, which has always been en- 
couraged as a collection media of vital materials, is now imperiled in 
its present form by a growing control of the industry by one com- 
pany, Luria Bros. & Co. 

Recently, with the opening of a superyard in Detroit by Lipsett 
Bros. & Co., a subsidiary of Luria Bros. & Co., this malignancy has 
become evident in the Michigan area. As a result, our shipping ton- 
nage has dropped off considerably. Meanwhile, this superyard is in 
the process of moving its operations to include much more property 
and more equipment. This yard will still be located on the Great 
Lakes steel mill property. Besides the intimacy this promotes be- 
tween the mill and this particular company—as evidenced by their 
almost exclusive control of the scrap supplied to the mill—there is a 
further advantage in no railroad freight fee and this company is fur- 
ther placed in a dominant position by not having to pay brokerage 
commission. 

It is understood in the trade that they work on a cost-plus basis 
with the mill, thereby permitting them to pay almost any price they 
feel like to bring material into their yard. Due to these advantages, 
they are able to manipulate and discriminate in the purchase of 
scrap. 

According to a recent study by the ISIS, it costs between $4 and $7 
per ton to bale scrap. The superyard has erased the differential be- 
tween prepared and unprepared scrap by paying almost as much for 
unprepared scrap as we get for prepared material. 

The independent dealers have to remain passive, since, as a practical 
matter, they must sell their material through this company or one 
of its collaborators. We cannot regain our lost customers as we are no 
longer competitive. 

The historical distinction always kept between the broker and cus- 
tomer has been abolished with the expansion of the broker into the 
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business of its customers. They are now both brokers and retail 
buyers of scrap. They are now able to have a great effect on the scrap 
industry. They can set the dealer’s buying as well as his selling price. 
They can limit the dealer’s shipments since the superyard is able to 
ship its own material first. The leftovers, if any, are thrown to the 
dealers. 

The chaotic condition of the industry has caused friction among the 
dealers themselves. Their earning capacity and net worth have been 
greatly curtailed. 

The Government is concerned about the country’s defense; there- 
fore, they must examine all the facets of the problem. The scrap in- 
dustry is a basic defense industry, and the cooperation of the whole 
industry would be essential in case of a national emergency. The en- 
tire industry cannot be ready if our free-enterprise system is damaged 
by this kind of a situation. 

Mr. Ansperry. Mr. Willis, you say that your shipping tonnage has 
dropped off considerably. By what percent has it dropped off as 
against the last year prior to the establishment of the superyard ? 

Mr. Wits. I would say almost 30 percent. 

Mr. Ansperry. Do you have any specific examples of this situation 
where the superyard is paying as much, or almost as much, for un- 
prepared scrap as you were getting for the prepared scrap ? 

Mr. Wiuis. Well, yes, I have a specific example. What do you 
mean? Do you want me to name people that are getting $1 a ton, say, 
less for unprepared than the prepared material ? 

Mr. Ansperry. Specific examples of this taking place. 

Mr. Wiis. Some of our former customers that we used to service 
are now hauling, say, unprepared bailing materials composed mostly 
of car bodies, and they are getting—not this month, but in the previous 
month they were getting between $1 and $2 a ton less for their unpre- 
pared material than we were getting for the prepared bundle. 

Mr. Ansperry. Would you say that the purpose of the superyard 
in giving this higher price for the unprepared material was to achieve 
a monopoly of the scrap business in the area ? 

Mr. Wiiuts. Well, to my way of thinking, I would say that is so. 
And then I even asked some of their own men why they are doing it, 
and they told me, well, they are making a special bundle, a so-called 
special bundle, and the mill gives them a little more for it. 

We havea bailer that can produce the same type of bundle that their 
yard produces, and we have tried to sell a bundle similar to what they 
make, or the same bundle, and we have never gotten anywhere. We 
can’t find a market. In fact, what their man said was, “Why don’t 
you sell us your loose material instead of giving us a bundle?” 

Mr. Ansperry. Now, we have been trying to get a definition of a 
“superyard.” We have heard the previous witness testify that it was 
not simply a matter of size. Is it, then, primarily a matter of location ? 

Mr. Witxis. Well, it is primarily a matter of location. The way it 
is in the Detroit area, they are right on mill property; so, therefore, 
I think they have quite an advantage over there. 

There might be other yards which are comparable, but they don’t 
have the advantage of being on mill property or saving on freight. 
In fact, I think the Great Lakes engine or switching goes into the yard 
and does a switch without any charge. They also have an advantage 
over the broker’s fee. 
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Mr. Ansperry. Have you considered moving your own yard adja- 
cent to the mill ¢ 

Mr. Wits. Being adjacent to the mill is not being on mill prop- 
erty. Even if I would move my yard adjacent to a mill, I think I 
would still have to pay the freight charge and a broker’s fee, so it 
would not be any advantage to me. 

Senator Scuorpren. About how large is your company, Mr. Willis? 

Mr. Wits. I would say we have an investment of around $350,000. 

Senator ScHorrret. How many years have you been in business in 
Detroit ? 

Mr. Wis. In the waste-trade business we have been in business in 
Detroit for about 39 years. What I mean by “waste trade”—previ- 
ously we handled waste paper and rags and nonferrous scrap and 
ferrous scrap on a smaller scale. But in the last 10 years we went in 
on a larger scale in the ferrous end of it. 

Senator ScnorrreLt. About how many people do you employ, Mr. 
Willis? 

Mr. Wixuis. Right now we employ 12 people. 

Senator ScrorerreL. Do you make shipments of your scrap beyond 
the Detroit area ? 

Mr. Wixuis. Well, at times we have done that. We have shipped 
to the Pittsburgh area when there wasn’t any market in the Detroit 
area, 

Senator ScHorrret. And, as we all know, the steel business, say, 
last year and the year before was on the downgrade. In other words, 
it was tapering off. 

Hasn’t that had some effect upon the scrap industry? I think you 
and other witnesses have testified generally that that does have an 
effect. 

Mr. Wixuts. Yes, it has a little effect. 

Senator Scuorrre.. Generally, isn’t the lag in the scrap a little bit 
slower catching up to what the normal price would be than, say, the 
advance in the price of steel would have on the production proper. 

Mr. Wits. Well, it is a little slower, but we found that in our 
business the incoming business had dropped off. Mostly it wasn’t due 
to price. It was actually loss of customers to superyards. 

Senator Scnorrret. And what price was this superyard paying in 
relation to your price when this happened ¢ 

Mr. Wiis. Well, as I say, they were paying to our customers actu- 
ally at times maybe $4 or $5 a ton more than what we were. 

Senator Scuorrre.. Fora specialized type of scrap ? 

Mr. Wiuts. Well, mostly for, I would say, No. 2 sheet iron. 

Senator Scuorrret. Was that in demand—in greater demand / 

Mr. Wis. Well, we had no trouble not shipping No. 2 scrap in 
the last year. The price was low, but we were always shipping 
material. 

The only time that we ever had trouble shipping materia] was 
actually on steel, on so-called grades of foundry stee] that we were 
shipping constantly to this particular mill, and that no matter what 
price—it was as low as $24 a ton then—when the price sort of went up 
there a few months back to about $37 or $42, we could not get one or- 
der, because they had filled that order with the higher priced order. 
It was mostly filled through their own yard or certain pet yards that 
they had in the area. 
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Senator Scnorrret. Are there any other questions? Thank you 
very much, Mr. Willis. Mr. Isaacs, from Minneapolis. 

Mr. Isaacs. I, also, haven’t turned in my copy. My statement is 
very short also, so, with your permission, I will read it. 

Senator Scnorpret. All right, Mr. Isaacs. Do you solemnly swear 
that the testimony which you shall give in this hearing will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Isaacs. I do. 

Senator Scnorrre.. Proceed. 


TESTIMONY OF FRED ISAACS, GENERAL MANAGER, AMERICAN 
IRON & SUPPLY CO., MINNEAPOLIS, MINN. 


Mr. Isaacs. My name is Fred Isaacs and I am with the American 
Iron & Supply Co. of Minneapolis, Minn. 

Our firm, which falls in the category of small business is representa- 
tive of hundreds of such scrap yards throughout the country, with 
substantial investments in mechanical equipment and facilities for 
the processing of iron and steel scrap for mill and foundry consump- 
tion. These investments represent a lifetime of accumulated savings 
and efforts on the part of most of us. We are now seriously concerned 
about our very existence. 

You have by this time learned of the normal operations of such 
scrap yards as ours, so there is no need to repeat. Our concern is 
now for a trend taking place in our industry in which we foresee 
operators like ourselves being smothered by the developments of super- 
yards at the various consuming points. ‘These superyards bypass our 
operations by buying their material from the sources we generally 
depend on. It has been our experience and observation that the super- 

yards buy unprepared material at prices equal to or in excess of the 
og we can get for processed and prepared materials. In addition, 
the scrap from many large industries is purchased by brokers direct 
from these industries, as well as by some mills for direct consumption. 

Continued expansion of these superyards will limit the handling 
of scrap materials to but a few operators and must inevitably result 
in the closing down of hundreds of scrap dealers whose existence is 
dependent upon their handling of industrial and railroad scrap as 
well as other accumulations of scrap materials. 

We recognize that in such instances where industries or railroads 
prepare their scrap and there is no further need for processing, such 
scrap can certainly go direct to mills for consumption. However, 
we feel that the creation of those superyards, with whom we cannot 
compete financially nor physically, conceivably creates a hazard factor 
during any period of emergency. The reason for this hazard is that 
the closing down of even dozens of smaller yards will seriously impair 
the collection, accumulation, and processing of country and nonindus- 
trial secrap—most of which is not being served by the superyards. 

If the actual need by the steel mills for scrap iron and steel ceases 
to exist, then, of course, we cannot ask for Government assistance for 
an indsutry that serves no purpose. But, in the absence of any evi- 
dence indicating that scrap is no longer an essential raw material, we 
feel that an industry, where a large number of people and a substantial 
capital investment continues to contribute to the national economic 








50 PROBLEMS OF THE SCRAP-STEEL INDUSTRY | 


growth, is being unduly mishandled and we request your sincere con- 
sideration of our problem. 

The smaller yards in a semi-industrial area such as ours depends 
on auto wreckers in small towns, on implement dealers, on independent 
truckers who buy scrap from farmers. This miscellany of scrap is 
taken into the small yard and segregated, cut, baled, and generally 
prepared as a grade acceptable to the mill and foundry. But more 
important, the people named above depend on the small yard to do 
this job of conservation and prevent the entire countryside from 
becoming a graveyard of machinery and old automobiles. 

The services of acting as a collection point for this vital part of 
developing raw materials for industry is a job which the small yard 
had done well and is now in danger of being broken down completely. 

Senator Scuorrren. Mr. Isaacs, how long have you been in the 
business in the Minneapolis area? 

Mr. Isaacs. I am the third generation. My grandfather started 
the business, so the company has been in business over 40 years. 

Senator Scporrre,. And how large a business would you consider 
yourself to be in the Minneapolis area ? 

Mr. Isaacs. We are one of the largest in the Minneapolis area. 

Senator ScnHorrre,. How many scrap yards do you have in the 
Minneapolis area ? 

Mr. Isaacs. In the Twin-Cities, Minneapolis and St. Paul, there 
are 20 good-sized dealers, unfortunately. 

Senator Scnorrret. In other words, you do not lack for competition, 
I gather. 

Mr. Isaacs. We do not. 

Senator ScHorrret. Does that competitive situation have something 
to do about the prices that they bid or do you consider it to be a 
healthy thing, or a kind of rough proposition ? 

Mr. Isaacs. It is healthy in what we thought was a normal scrap- 
iron business, but, with the prices as low as they are today, our busi- 
ness has dropped off at least 40 percent, and, consequently, so has 
theirs. So, we are all battling for whatever there is left. And no- 
body is making a profit. 

Senator ScHorrret. What has been your source of outlet for your 
scrap there? 

Mr. Isaacs. Well, we have a mill, and, within a hundred and fifty 
miles from Minneapolis and St. Paul, American, which is a sub- 
sidiary of United States Steel. Our greatest source in the last few 
years has been down the river to St. Louis and Granite City, right 
out of St. Louis. 

Senator Scnorrre.. Since you have been in business for a long time, 
as you have indicated, you must have built up a pretty good business. 
Have you enjoyed good business relations with these firms that you 
mentioned? Has your firm, your business association, your business 
group, enjoyed a good business with them ? 

Mr. Isaacs. Yes, sir. 

Senator ScnorrreL. Would you say it has been better than the 
average of your competitors in the area? 

Mr. Isaacs. I think it is controlled by the purchasing directors at 
the mills that the scrap is the scrap that they want to buy. 
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Senator ScHorrret. And you segregate your scrap and try to put 
it in the best salabl~ condition to meet the requirements of the mills? 

Mr. Isaacs. Yes, sir. 

Senator Lone. Do you have any knowledge or—please keep pre- 
siding, Senator Schoeppel. You are doing a fine job, and I may 
have to go back to the Finance Committee if they start voting over 
there again. 

Do you have any knowledge of whether or not Luria Bros., Inc., 
has any influence or control over some of your competitors as a result 
of lending them money or assisting them to borrow money ¢ 

Mr. Isaacs. I don’t have any knowledge. 

Senator Lone. You know nothing about anything of that sort? 

Mr. Isaacs. No. 

Senator Lona. I would like to suggest, if the staff members have 
any questions, that they be offered that opportunity, Mr. Chairman. 
. Mr. Gorvon. Do you say you have sold scrap to Granite City Steel 

o.? 

Mr. Isaacs. We have sold it through brokers. 

Mr. Gorvon. Through brokers ? 

Mr. Isaacs. Yes. 

Mr. Gorvon. Did you ever sell it to them directly ? 

Mr. Isaacs. No. 

Mr. Gorvon. Not in the past ? 

Mr. Isaacs. No. 

Mr. Ansperry. Is there a superyard in your area which you con- 
sider to be in competition with you? 

Mr. Isaacs. No, there isn’t. There are superyards in Granite City 
right now. ‘There is a superyard right adjacent to the mill, and there 
is one at Keystone Iron & Metal, which is down the river, also. 

Senator Lona. How do you define a superyard ? 

Mr. Isaacs. The same as other people have defined it. We have a 
superyard in our area, but we are not close enough to the consumer 
that it makes any difference. 

Senator Lone. You say the same as the others define it. I have 
had to miss some of this hearing. So far, I haven’t found a satis- 
factory definition for superyards, and I want to get one, if I can. 

Mr. Isaacs. Our idea is that a superyard has got the machinery and 
equipment to turn out a tremendous tonnage of scrap, unprepared 
scrap, and also they are right adjacent or on mill property, so that the 
mill can take their whole consumption and they don’t have to go out 
for too much purchase scrap otherwise. 

Senator Lona. In other words, you would not define a yard as being 
a superyard just because it is a big yard. 

Mr. Isaacs. No. 

Senator Lone. You feel it would have to be a big yard plus a sort 
of hammer hold on the business of that particular mill. 

Mr. Isaacs. Right. 

Mr. Ansserry. How do you explain the extra price which a super- 
yard is able to pay for unprepared scrap ? i 

Mr. Isaacs. They claim they are making—I have done business with 
Luria Bros., and they have never done anything wrong to me that I 
know of—but they claim, their men have claimed to me, that they 


make a super or a better bundle than what we know as the No. 2 
bundle. 
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Mr. Ansperry. They get higher price for that? 

Mr. Isaacs. They get a higher price for that. Now this is hearsay 
so farasI know. I have never seen it. 

They are making a bundle with steel in it and with No. 1 clips, 
that is, it comes off punch presses and with sheet-iron and wire and 
whatever else. They make one bundle, in other words, with every- 
thing in it, and the mills consider that a better bundle and so give 
them more money for it. And it is better supervised, too. They 
claim they have mill inspectors on the property at all times. 

Mr. Ansperry. Then this appears to be an economic advantage 
that the superyard has, due to better equipment and better super- 
vision. 

Mr. Isaacs. They claim they have. 

Senator Scuorrrer. Senator Long, do you have any further 
questions ? 

Senator Lone. No, that is all I have. 

Senator Scuorrret. Thank you very much. 

. Now, the next witness we have here is Mr. Chase, of Luria Bros. & 
0., Inc. 

You have a prepared statement, as I understand it. You have filed 
it with the committee ? 

Mr. Cuase. Yes, sir. 

Senator ScHorpreL. You may proceed to summarize it. 

Senator Lone. While Senator Schoeppel is here, do you swear that 
what you will testify will be the truth, including the statement that 
you have submitted ¢ 

Mr. Cuase. I do. 

Senator ScHorrre.. Proceed. 


TESTIMONY OF MYRON L. CHASE, ASSISTANT TO THE PRESIDENT, 
LURIA BROS. & CO., INC., NEW YORK, N.Y. 


Mr. Cuase. Mr. Chairman, I am Myron L, Chase, assistant to the 
president of Luria Bros. Our company has been engaged in the 
scrap iron and steel business 

Senator Lone. We don’t want you to read that statement. 

Mr. Cuase (continuing). Since 1889. I don’t intend to. 

Senator Lone. You can summarize it, if you want to, but if you 
don’t, there is no point in reading it. We will go ahead and examine 

ou. 
Mr. Cuase. I want to read excerpts. 

Senator Lone. Go ahead. 

Mr. Cuase. I would like permission to amend and expand the state- 
ment we have filed to include comments on the additional statements 
which I have not yet had an opportunity to study in detail. We agree 
with many of the points made » Mr. Rosoff and Mr. Asrael in their 
statements to the subcommittee. 

However, we are compelled to call to the attention of the subcom- 
mittee that certain of the things that Mr. Rosoff and Mr. Asrael have 
said misrepresent the circumstances which exist in the scrap industry 
today. 

I in not going to attempt to comment on every detail and innuendo 
in the statements of Mr. Rosoff and Mr. Asrael, since this is just to be 
a brief summary. 
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First, let me comment upon the major and significant areas in 
which we do agree with Mr. Rosoff and Mr. Asrael. We agree that 
ferrous scrap is a vital resource in the economy of the United States 
and is strategically important in our national defense. 

We also agree that it would be a tragic error if the apparatus of 
men and machinery necessary for the collection and processing of 
ferrous scre » were permitted to atrophy. 

We agree that recent technological eit in the processes of steel- 
making have to some extent reduced the demand for purchased scrap. 

Senator Lone. Will you suspend for just one moment ? 

(Short. recess. ) 

Mr. Cuase. And it is a fact that the scrap industry today is faced 
with a decrease in the use of the product which it supplies to the steel 
industry. 

The impact of these technological changes affects Luria Bros. & Co. 
just as much as it does every other scrap broker and dealer, regardless 
of size. 

So much for the areas in which we are in general agreement with 
Mr. Rosoff and Mr. Asrael. 

I now would like to cover a few points in which we must firmly dis- 
agree with what we consider to be errors in their statements. 

We believe that the facts prove that Mr. Rosoff and Mr. Asrael 
are entirely incorrect when they seem to imply that the problem of 
the scrap dealer today is not due solely to decreasing steel mill demand 
for purchase scrap, but is due in part to what Mr. Rosoff chooses 
picturesquely to call the giantism of Luria Bros. & Co. 

I might say parenthetically that I am referring to Mr. Rosoif and 
to Mr. Asrael, because it was only their statements that I had in 
advance of this meeting. 

Just for a minute, let’s look at the evidence which Mr. Rosoff cites 
in an attempt to support his allegation of giantism. In pointing to 
activities of Luria, Mr. Rosoff says that one of the most important of 
these is the installation at such points as Detroit, New York, and 
Seattle, by this company, of giant superyards, which are contiguous 
to or nearby major steel mills. 

I might say here that they have used the expression “superyards” 
and “supermarket yards,” and to my eceiana these descriptions 
are indigenous to these hearings. I have never heard them before. 
They are not common expressions in the trade, as seems to have been 
implied here in the hearing. 

Retin unfamiliar with the scrap industry would get the idea from 
the statement of Mr. Rosoff that Luria Bros. had yards in Detroit, 
New York, and Seattle which are somehow different from other scrap 
yards in their equipment, and which are unique and sinister in their 
location. This is not the truth. The Luria yards contain equipment 
similar to that found in dealers’ yards in many parts of the country, 
and Luria has no patented equipment. 

The equipment in its yards is available from several manufacturers 
who make a regular business of producing it for the scrap-iron industry 
generally. 

As for location of Luria’s yards, the New York yard is neither 
contiguous to nor nearby any major steel mill. The Detroit and 
Seattle yards are in the neighborhood of steel mills. 
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The location of a scrap yard near a steel mill is neither unusual, 
sinister, nor unique with Luria. Many companies other than Luria 
have located their scrap yards near steel mills they hope to serve. 

Considering the bulk and weight of scrap and the expense of moving 
it, it is normal and natural that scrap yards have long been located near 
steel mills by Luria, as well as by many of Luria’s competitors. 

To my knowledge practically all of the large, important or medium- 
sized brokers in this country operate yards. Mr. Asrael was asked 
to estimate how many brokers have yards, and his estimate was 30 
percent. I would like to include in my estimate the fact that at least 
90 percent of all purchased scrap that moves through brokers or sup- 
pliers to steel mills is handled by brokers or dealers who have verde, 

So much for the myth that Luria yards are somehow super in com- 
parison with those of others. I say that whatever uniqueness Luria 
yards may have is not dependent upon their size, but rather upon the 
efficiency of their management and their devotion to high standards 
of quality and service. 

Incidentally, the allegations that you have heard of so-called kick- 
backs and tie-ins and exclusive agreements are merely repetitions of 
complaints which were fully aired in the FTC case, and whick are not 
supported by reliable or probative evidence. 

As you know, I received the text of Mr. Diefenthal’s statement only 
last evening, and, though I have not had a chance to consider it care- 
fully, I am struck by some of the inaccuracies in his figures. 

The breakdown of Japanese purchases is public information. It 1s 

ublished in Japanese news bulletins, and anyone in the United States 
in the scrap business interested in exports has access to these figures. 

Mr. Diefenthal indicates that Luria Bros.’ percentage in the last 
purchase was §3 percent, 160,000 out of 300,000 tons. Actually Luria 
Bros.’ percentage did not exceed 20 percent in the last Japanese pur- 
chase or the purchase immediately previous to that one. 

Senator Lone. When were those two purchases, to the best of your 
recollection ? 

Mr. Cuase. One was the end of March and one at the end of May 
1959. 

Also in regard to Mr. Diefenthal’s statement, I am a little surprised 
that, although he knew he was either the second or the third largest 
shipper in the gulf area, he did not know who the other two shippers 
were. 

Actually, as far as exports are concerned, Luria is certainly neither 
the first nor the second largest exporter from the gulf area today. 

Senator Lone. If Mr. Diefenthal is not giving you boys some com- 
petition, it is not because he is not trying, I assure you of that. 

Mr. Cuase. We recognize that, Senator. That 1s the point. 

Mr. Rosoff has commented upon what he cautiously called the ap- 
parently dominating role of Luria in the affairs of the Institute of 
Scrap Iron and Steel. Mr. Asrael is much bolder and more reckless 
in his charges on the same subject. 

It is simply not and never has been true that Luria could or did 
dominate the highly democratic Scrap Institute. It is unnecessary 
for me to comment upon this point, because I believe that the sub- 
committee will have the benefit of a statement by Mr. Edwin C. Bar- 
ringer, the executive vice president of the Institute of Scrap Iron and 








PROBLEMS OF THE SCRAP-STEEL INDUSTRY JO 


Steel, who will present the facts which will once and for all disprove 
this unworthy charge. 

I personally have been an officer of the institute for 10 years; I am 
now its president, and I know of no instance where there has been any 
difference in policy between Luria Bros.’ Co. and any other company 
and the rest of the board. 

As far as the Federal Trade Commission hearings which are men- 
tioned are concerned, it has been the policy of the institute not to inter- 
fere and not to pass comment on any litigation between the Govern- 
ment and a member of the industry, or between two members of the 
industry. 

Senator Lone. Who else is on the board beside you? You are the 
chairman of the board; are you? 

Mr. Cuase. I am president of the institute. 

Senator Lone. And who else? 

Mr. Cuase. There are 5 national officers; there are 25 chapter 


presidents representing almost every State in the Union. There are 
13 





Senator Lona. Out of five national officers, how many of them are 
either employees or officers of Luria, or connected with concerns which 
have some contact with Luria, borrow money from Luria or have 
some arrangement with them ? 

Mr. Cuase. There is one company, that is Luria Bros., and I am the 
representative of that company. 

enator Lona. You are the only—— 

Mr. Cuase. I am the only officer from Luria. 

Senator Lone. How about the other five? You do not think any of 
them are dominated or influenced ? 

Mr. Cuaset. No, sir. 

Having pointed out major areas in which we agree or disagree with 
the statements of Mr. Rosoff and Mr. Asrael, I wish now for just a 
moment to pass on to a constructive view of the future of the scrap 
industry. 

In 1948 the Bureau of the Census estimated that there were approx- 
imately 2,200 iron and steel scrap dealers in this country. In 1954 
the Census Bureau stated there were 3,719 scrap dealers. I have not 
checked the accuracy of Mr. Rosoff’s statement that there are now 
8,000 dealers, but I do know that there are many more in the industry 
than there were in 1954. 

This is conclusive evidence to me at least that the scrap industry 
is a fertile field for the entry of newcomers, and it has provided a 

ood livelihood for an ever-increasing number of small businessmen. 

do not think the future for them or for us is black. I do believe that 
all of us in the scrap industry must recognize that we must produce 
a consistently higher quality product if we are to meet the increasing 
competition of ore and technological changes in steelmaking. 

We will have to do everything we can to reduce our handling and 
processing costs to keep our product competitive. 

If we do this, I have no doubt that we will find that the demand for 
our product will again resume its upward trend and at least match the 
pace of steel-industry expansion. 

Mr. Chairman, I sincerely hope that the facts brought forth at this 
hearing will help to convince all concerned that the problems which 
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the scrap industry faces today are problems arising solely from 
technological changes which are occurring in the steel industry, and 
are not caused by mythical, and in quotation marks, “superyards” 
which do not exist, nor by fancied oppression by giants whose maligned 
practices occur only in the imagination. 

Our scrap industry has problems, and the desire to find scapegoats 
rather than solutions is an all-too-human failing. But, now is the 
time for members of our scrap industry to stop seeking scapegoats and 
stop trying to put the blame for the problem upon one another and 
to move progressively forward. 

We cannot turn back the clock of technology. Research is changing 
steel-mill operating techniques just as it is splitting atoms and firing 
missiles. We must go forward with the times, for no amount of 
bickering among us could restore the past. 

If we do move forward with courage and vision, if all of us pro- 
vide the steel mills with quality scrap and quality service, I am con- 
fident that it will meet the challenge of the changing times in our 
industry. 

Luria Brothers & Co. appreciates your courtesy in permitting us 
to be here to present our views. We pledge to you, the subcommittee, 
our anes cooperation in providing information for use in this 
important study which you have undertaken. 

enator Lone. Mr. Chase, your prepared statement will be made a 
part of the record at this point. 

(The complete prepared statement of Mr. Chase is as follows :) 


STATEMENT oF M. L. CHASE, ASSISTANT TO THE PRESIDENT OF LuRIA Bros & Co., 
Inc., JUNE 24, 1959 


(As revised July 22, 1959, to include comments on statements of scrap dealers 
which were received on the day of the hearing) 


I am Myron L. Chase, assistant to the president of Luria Bros. & Co., Inc. 
Our company has been engaged in the scrap iron and steel business since 1889. 

I have been invited to comment upon the written statements filed with this 
subcommittee by Mr. Morris Rosoff and various scrap dealers. Luria Bros. & 
Co., Inc., appreciates this invitation and welcomes the opportunity to present 
its views. 

We agree with many of the points made by Mr. Rosoff and the dealer wit- 
nesses in their statements to this subcommittee. However, we are compelled 
to call to the attention of the subcommittee that certain of the things that have 
been said misrepresent the circumstances which exist in the scrap industry 
today. I shall not attempt to comment upon every detail and innuendo in those 
various statements, since I believe that the subcommittee would prefer me 
briefly to outline our principal points of agreement and disagreement. 

First, let me comment upon the major and significant areas in which we agree 
with Mr. Rosoff and the dealer witnesses. We agree that ferrous scrap is a 
vital resource in the economy of the United States and is strategically important 
in our national defense. We agree that it would be a tragic error if the ap- 
paratus of men and machinery necessary for the collection and processing of 
ferrous scrap were permitted to atrophy. We agree that recent technological 
changes in the process of steelmaking have, to some extent, reduced the demand 
for purchased scrap and it is a fact that the scrap industry is today faced with 
a decrease in the use of the product which it supplies to the steel industry. 
The impact of these technological changes affects Luria Bros. & Co., Ine., as 
well as every other scrap broker and dealer, regardless of size. I shall not im- 
pose upon the time of the subcommittee to describe in detail the significant im- 
provements which the steel industry has achieved in ore beneficiating techniques, 
blast furnace output, use of oxygen to increase both blast furnace and open 
hearth efficiency, oxygen conversion, direct reduction and other technological 
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improvements. The Luria research department recently prepared a memo- 
randum entitled “Impact of Changing Steel Technology on the Demand for 
Purchased Scrap” which summarized some of these developments. I would like 
now to present copies of that research memorandum to the subcommittee for 
your study and request that the memorandum be included and printed in the 
record of these hearings.’ 

The impact of technological changes on demand for scrap should come as no 
surprise. Some 38 years ago, at a time of relative prosperity in the scrap in- 
dustry, Ralph Ablon, president of Luria Bros., in a public interview, warned 
against the possibility that the scrap industry might lose its position in its 
competition with ore and scrap substitutes. He pointed out the operating 
and economic factors which would inevitably lead the steel industry to employ 
greater quantities of material which can substitute for purchased scrap. I 
should like to present a copy of the full text of the interview as it appeared in 
Waste Trade Journal on September 8, 1956, and I request that it be included 
in the record of this hearing. Mr. Rosoff partially quoted from the interview 
in his statement in an attempt to bolster one of his arguments against our com- 
pany. I believe that an impartial reading of the entire interview will be con- 
vincing proof that the president of Luria Bros. advocated the consideration 
of measures 38 years ago which might have enabled the scrap industry to have 
avoided and overcome the conditions which we now all decry. 

Having described to you the areas in which we are in general agreement with 
Mr. Rosoff and the dealer witnesses, let me now come to the points on which we 
must firmly disagree with what we consider to be errors in their statements. 
We believe that the facts prove that Mr. Rosoff and the dealer witnesses are 
entirely incorrect when they seem to imply that the problem of the scrap 
dealer today is not due solely to decreasing steel mill demand for purchased 
scrap, but is due in part to what Mr. Rosoff chooses picturesquely to call the 
“giantism” of Luria Bros. & Co., Inc. 

I will analyze this allegation of “giantism” for you in a moment and show 
there is no evidence to support that charge. However, before I do so, I would 
like to point out that this entire question is now pending before a hearing exam- 
iner of the Federal Trade Commission who will decide, after judicial considera- 
tion of the voluminous evidence before him, whether complaints such as Mr. 
Rosoff and the dealer witnesses make are valid, or whether, as we confidently 
believe, the facts prove that Luria should be fully exonerated of all charges. 
Counsel for the Federal Trade Commission have made an extensive investiga- 
tion of the scrap industry and the position in, and activities of, Luria as a part 
of that industry. Over 100 hearings have been held throughout the country 
in which more than 14,000 pages of testimony were taken and more than 1,300 
exhibits were placed in evidence. Over 250 witnesses testified, the great majority 
of whom were scrap dealers who appeared at the request of counsel for the FTC. 
Every facet of the scrap industry and of Luria were painstakingly and exhaus- 
tively described in the record. Mr. Rosoff is quite incorrect when he states 
that the Federal Trade Commission proceedings cover only practices as they 
existed during the period 1952-53. Actually, the testimony covered activities 
of Luria from 1945 until the conclusions of the hearings in May 1958. In view 
of these facts, we respectfully request that appropriate limits be placed upon 
the testimony and action taken in connection with this hearing in order to assure 
that there will not be any likelihood of interference with the impartial and judi- 
cial consideration and determination of the issues now pending before the 
Federal Trade Commission. 

Let us now look at the so-called evidence which Mr. Rosoff cites in an attempt 
to support his allegation of “giantism.” In pointing to activities of Luria, Mr. 
Rosoff says that “one of the most important of these is the installation at such 
points as Detroit, New York, and Seattle by this company of giant superyards 
which are contiguous to or nearby major steel mills.” Anyone unfamiliar with 
the scrap industry would get the idea from this statement of Mr. Rosoff that 
Luria Bros. had yards in Detroit, New York, and Seattle which are somehow 
different from other scrap yards in their equipment and are unique and sinister 
in their location. How far from the truth that picture is. The Luria yards 
contain equipment similar to that found in dealers’ yards in many parts of the 
country. Luria has no patented equipment. The equipment in its yards is 
available from several manufacturers who make a regular business of producing 





1See app. II-C, p. 172. 
2See app. II-C, p. 173. 
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for the scrap industry generally. As to the innuendo that somehow Luria can 
afford to buy equipment which others cannot acquire, Mr. Rosoff himself at the 
outset of his statement points out that it is not unusual for typical scrap dealers 
to operate yards involving an investment in equipment which may have an orig- 
inal cost exceeding $1 million, Luria has no larger yards than the typical yard 
thus described by Mr. Rosoff. 

Let us look briefly at each of the three yards to which Mr. Rosoff refers 
specifically in his prepared statement and see whether they really are super- 
yards or giants in comparison to the yards of other dealers. To prove my point, 
I wish it were possible to visit Detroit with the members of the subcommittee 
and to inspect several yards with you, one a yard of Luria and the others yards 
of Luria competitors. You would find in the Luria yard one good-sized press, of 
a type and capacity found in many other yards. In the other Detroit yards 
you would find similar presses—some with even two of them, as well as shears 
and much other equipment not to be found at Luria. Luria’s Detroit yard is 
certainly not “super” or “giant,” compared to other Detroit yards. Mr. Willis 
has charged that our Detroit yard “is in the process of moving its operations to 
include much more property and more equipment.” That statement is most 
misleading. Our Detroit yard is located on property owned by Great Lakes 
Steel Corp. The steel mill wants to use the land for its own purposes and, 
exercising rights it reserved in the lease, has given us notice that we must move 
to another site which it must provide. However, we intend simply to move 
existing equipment and not to add additional equipment. 

The New York yard, referred to by Mr. Rosoff, is our Brooklyn facility opened 
in 1950. Operations of this yard were thoroughly explored in the FTC proceed- 
ing and fall within the scope of the issues which now await determination of the 
hearing examiner. ‘The yard is located in one of the largest obsolete scrap pro- 
ducing areas in the country and one where there are a number of large scrap 
yards similarly equipped and producing comparable tonnages. As for the Seattle 
yard, its principal item of equipment is a large modern shear. Shears of that 
type are not uncommon, and, in fact, a shear of larger rated capacity was in 
operation in Seattle well ahead of the Luria installation. Similar statements 
can be made with respect to our other yards, including the yards opened in 
recent years at Peoria, Ill.; Pueblo, Colo.; St. Louis, Mo.; and Coatesville, Pa. 

As for the location of Luria’s yards, the New York yard is neither “contiguous” 
nor “nearby” any major steel mill. Various other Luria yards are in the neigh- 
borhood of steel mills. The location of a scrap yard near a steel mill is neither 
unusual, sinister, nor unique with Luria. Many companies other than Luria 
have located their scrap yards near and even on the property of steel mills they 
hope to serve. Considering the bulk and weight of scrap and the expense of 
moving it, it is normal and natural that scrap yards have long been located 
hear steel mills by Luria as well as by many of Luria’s competitors. 

In considering this subject of yard location, it is interesting to note that 
Government counsel in the FTC case devoted an early portion of their brief to 
summarizing typical conditions in the scrap industry as they found them to be 
after extensive investigation of trade practices of many companies in addition 
to Luria. Describing the scrap industry generally. not just Luria, Govern- 
ment counsel said at page 18 of their brief, “Frequently scrap yards are operated 
adjacent to or in the immediate vicinity of a steel mill, and in many instances 
the mills have arrangements to purchase all of the suitable grades produced by 
the local yard.” 

So much for the myth that Luria yards are somehow “super” in size or location 
in comparison with yards of others. Whatever uniqueness Luria yards may have 
is not dependent upon their size or location, but rather upon the efficiency of 
their management and their devotion to high standards of quality and service. 

Mr. Asrael points with alarm to Luria’s ownership of scrap yards. He calls 
this vertical integration and indicates that it has occurred to a significant 
extent. We have already seen that Luria’s yards are no larger than many 
competitors’ yards. In fact, Luria’s facilities are but a small fraction of the 
Nation’s total yard capacity. As to the extent of Luria’s so-called vertical 
integration, it is important to note that only a small portion of Luria’s total 
business is thus “integrated,” and less than 10 percent of the scrap Luria sells 
is handled in its own facilities. We thus see that Luria’s so-called vertical 
integration has not affected in any way the free flow of scrap. 

Another serious inaccuracy in statements of Mr. Rosoff and several dealer wit- 
nesses is the assertion that Luria yards pay the same, or nearly the same, price 
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for unprocessed scrap as they do for processed grades of scrap and thus deprive 
other yards of materials. Luria’s yards are designed for production of a high 
quality grade of scrap and purchase the best quality unprocessed materials. 
Such quality materials require more processing, such as incineration, than do 
materials which go into ordinary No. 2 bundles. The sellers of such premium 
grades demand and fairly receive a higher price for their scrap than is paid 
for lower quality materials. Whenever Luria pays higher prices than others, 
it is because Luria has ordered proportionately higher quality material. 

Mr. Rosoff implies in his statement that there has recently been some change in 
the pattern of marketing new industrial scrap which has harmed small dealers 
and which is caused by large brokers—such as Luria. Again, the facts belie 
the innuendo. The facts are that new industrial scrap when produced in large 
quantities by manufacturers of automobiles, appliances, and the like is, and 
always has been, sold on a bid basis and all brokers or dealers, large and small, 
can and do submit bids. When scrap brokers or dealers are successful in their 
bids and purchase material, they do not do so as “mill agents,” as Mr. Rosoff 
infers, but they purchase for their own accounts subject to all of the risks of the 
market. This material, processed and graded by the manufacturers, needs no 
further preparation by scrap yards. It is loaded on railroad cars at the plants 
of the manufacturers who generate such scrap and is shipped directly to steel 
mill consumers. Contrary to the suggestion of Mr. Rosoff, this is a traditional 
and natural marketing pattern, which has been followed without change for 
many years. However, there is also a large quantity of industrial scrap gen- 
erated by numerous smaller manufacturing plants, which has always been, and 
continues to be, collected by dealers and accumulated in their scrap yards, where 
it is ultimately processed before sale and delivery to the steel mills or foundries. 

Dealer witnesses have noted correctly that mill consumers may be willing to 
pay premium prices for new industrial scrap which emanates in carload quan- 
tities from large steel fabricators and is then shipped directly to mills. They 
also noted correctly that steel mills may not be willing to pay as high a price 
for somewhat similar material which is generated in lesser quantities by smaller 
steel fabricators and is then accumulated in dealers’ yards before shipment to 
mills. This fact is one which Luria joins in deploring but it is a historic 
trade pattern, the cause of which is well known. 

When a steel mill receives a carload lot of clippings directly from a large 
automobile factory, for instance, it knows that all of the material in the car 
is substantially identical and that the chance of any contaminants being present 
is relatively small. The uniformity of material is desirable in steel mill opera- 
tions and mills are willing to pay premium prices for it. When such clippings 
come not from one factory directly in a carload lot but from a number of small 
factories after accumulation in a dealer’s yard, there is, in the mind of the mill 
consumer, a greater chance that the material will not be entirely uniform and 
free of contaminants. Hence the material is less desirable to the ultimate 
consumer. 

This problem is due to the legitimate and understandable desires of the ulti- 
mate consumers of scrap and not due in any way to the activities of Luria. We 
hope that the scrap industry can, by supplying a quality product from dealers’ 
yards, prove conclusively to the steel industry that such scrap is every bit as 
good as material shipped directly from large fabricators. We are prepared to 
join all scrap dealers in continued, concerted efforts toward the achievement 
of that goal. 

Incidentally, the various vague dealer allegations of so-called kickbacks and 
tie-ins, “exclusive agreements,” are merely repetitions of complaints which were 
fully aired in the FTC case and which are not supported by reliable or probative 
evidence. 

I would also like to point out that Mr. Rosoff’s quotations from the record 
in the Federal Trade Commission case are quite misleading. Mr. Rosoff quotes 
the complainants’ side, but does not fairly quote Luria’s side as well, nor does 
he refer to any of the evidence in support of Luria’s position. Mr. Rosoff 
knows that these matters are pending before the Federal Trade Commission, 
and earlier in his statement he himself indicated that consideration of such 
matters at this hearing would be redundant. Yet despite that, Mr. Rosoff injects 
quotations from one side of the case into his statement. We do not believe 
it is appropriate for us to reargue the Federal Trade Commission case here, 
and we refer to this matter solely to cast light on the unfair methods which 
Mr. Rosoff adopts in his argument. 
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Mr. Rosoff has commented upon what he cautiously called “the apparently 
dominating role” of Luria in the affairs of the Institute of Scrap Iron & Steel. 
Other witnesses were bolder and more reckless in their charges on the same sub- 
ject. It simply is not and never has been true that Luria could or did “domi- 
nate” the highly democratic Scrap Institue. It is unnecessary for me to com- 
ment upon this point because I believe that the subcommittee will have the 
benefit of a statement by Mr. Edwin C. Barringer, executive vice president of 
the Institute of Scrap Iron & Steel, who will present the facts which once and for 
all disprove this unworthy charge. 

Having pointed out major areas in which we agree and disagree with the 
statements of Mr. Rosoff and the dealer witnesses, I wish now to pass on to a 
constructive view of the future of the scrap industry. 

In 1948 the Bureau of the Census estimated that there were approximately 
2,200 iron and steel scrap dealers in this country. In 1954 the Census Bureau 
stated there were 3,719 scrap dealers. I have not checked the accuracy of Mr. 
Rosoff’s statement that there are now 8,000 dealers, but I do know there are 
many more in the industry than in 1954. This is conclusive evidence that the 
scrap industry is a fertile field for the entry of newcomers and that it has 
provided a good livelihood for an ever-increasing number of small businessmen. 
I do not think the future for them or for us is black. I do believe that all of 
us in the scrap industry must recognize that we must produce a consistently 
higher quality product if we are to meet the increasing competition of ore and 
technological changes in steelmaking. We will have to do everything we can 
to reduce our handling and processing costs to keep our product competitive. 
If we do this, I have no doubt we will find that the demand for our product will 
again resume its upward trend and at least match the pace of steel industry 
expansion. 

Mr. Chairman, I sincerely hope that the facts brought forth at this hearing 
will help to convince all concerned that the problems which the scrap industry 
faces today are problems arising solely from technological changes which are 
occurring in the steel industry and are not caused by mythical ‘superyards,” 
which do not exist, nor by fancied “oppression” by “‘giants’’ whose malign prac- 
tices occur only in the imagination. Our scrap industry has problems, and the 
desire to find scapegoats rather than solutions is an all too human failing. 
But now is a time for members of the scrap industry to stop seeking scapegoats, 
to stop trying to put the blame for the problem upon one another, and to move 
progressively forward. We cannot turn back the clock of technology. Research 
is changing steel mill operating techniques just as it is splitting atoms and 
firing missiles. We must go forward with the times, for no amount of bickering 
among us can restore the past. If we do move forward with courage and vision, 
if all of us provide the steel mills with quality scrap and quality service, I am 
confident that we will meet the challenge of the changing times in our industry. 

Mr. Chairman, Luria Bros. & Co., Inc., appreciates your courtesy in permitting 
us to present our views. We pledge to the Senate and to this subcommittee our 
continuing cooperation in providing information for use in the important study 
which you have undertaken. 


Senator Lone. Mr. Chase, if I were going to buy stock in a scrap 
company, I think I would buy stock in Luria Bros. If I were going 
to try to find somebody to manage it, I have never met your president, 
but I would be satisfied to have you run it. I think you know some- 
thing about the scrap business. 

Mr. Cuase. Thank you very much. 

Senator Lone. You have a growing, expanding business, and a 
very efficient business, and I think everybody who knows anything 
about your business, including the steel-mill people and your com- 
petitors, would agree with that. It is a growing business, is it not, 
and has continued to grow? 

Mr. Cuase. Yes, sir; it is a growing business. 

Not all of a line like that, but it is a growing business. 

Senator Lone. What is the connection between Luria Bros. and the 
Colorado Fuel & Iron Corp.? 
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Mr. Cuase. There is no connection between Luria Bros. and Colo- 
rado Fuel & Iron, Senator. 

Senator Lona. Here is what was said. Let us just take a look at it. 
Where is the statement on behalf of the association? Let us find Mr. 
Rosoff’s statement here and see what he says and let us see if it is true 
or not. 

He says this: 

Luria Bros. now is’and for some years has been a subsidiary of Ogden Corp.. 
New York, listed on the American Stock Exchange. 

Is that correct ? 

Mr. Cuase. Yes, sir; since the fall of 1955, I believe. 

Senator Lone. Then he goes on to say: 


Ogden’s chief stockholder is the Wall Street investment firm of Allen & Co. 


Mr. Cuasz. That is true, too, sir. 

Senator Lona (reading) : 

The senior partner of this investment house is Charles Allen, Jr., who co- 
incidentally is chairman of the board of the executive committee of the Colorado 
Fuel & Iron Co. 

Is that correct ? 

Mr. Cuase. That is correct, Senator. 

Senator Lone. This is the country’s ninth largest steel producer. 

You say there is no connection between Luria 

Mr. Cuasez. I say there is no connection between Luria and Col- 
orado Fuel & Iron. 

Senator Lone. You just admitted under oath that you are a sub- 
sidiary. 

Mr. Cuase. We are a subsidiary of Ogden Corp. 

Senator Lone. And Ogden’s chief stockholder is Allen & Co. 

Mr. Cuase. That is correct. I heard that he is. I have never 
seen it. 

Senator Long. If you are a subsidiary and their chief stock- 
holder is the chairman of the board over here, you mean that there is 
no connection between those two? 

Mr. Cuase. There is no connecticn in the management of the com- 
panies, Senator. I do not know the holdings that Mr. Allen has in 
Colorado Fuel & Iron. I do know that he is chairman of their ex- 
ecutive committee. 

Senator Lone. If he is the chief stockholder in the company that 
owns you 

Mr. Cuase. Yes, sir. 

Senator Lone (continuing). And he is chairman of the board over 
here, of this steel mill, you mean that that is no connection ? 

Mr. Cuase. It is no connection as far as the management of the 
company is concerned. 

Senator Lone. You would be willing to agree that there could be a 
difference of opinion about that? 

Mr. Cuasz. That would be possible, I think. 

Senator Lone. Now, let me say this to-you. I do not criticize you 
because of your business growth. I think you are to be commended 
for it. When your competitors start getting the worst of it, however, 
they are entitled to come in and say, “Wait a minute, fellows, this 
fellow may be violating the law” or “Maybe we ought to pass a law 
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or do something. We are getting the worst of it.” That is what 
you can expect a fellow todo. He is losing money, and he says, “Will 

ou please look and see if this fellow might be running afoul of some 
low use he keeps growing bigger and I keep getting smaller and 
he is getting the better of it, and I am getting the worst of it.” 

So you cannot blame them, either. Now, let me ask you this: 
Has Luria been getting a greater share, a greater percentage of the 
business of the Colorado Fuel & Iron Co. since its purchase by the 
Ogden Corp. than before that purchase? 

r. Cuase. No. 

Senator Lone, Will you provide the information for the records on 
that issue? 

Mr. Cuase. Yes; I will. 

Senator Lone. I doubt that you would have it here. 

Mr. Cuase. I will provide that in a written statement. 

Senator Lone. Yes; and if you would send me a notarized state- 
ment to that effect I would appreciate it because I would just as soon 
conduct this hearing under oath. | 

I am sure you are telling the truth, but I would rather swear all of 
the witnesses, and they are all on the same basis. 

(The information requested was subsequently received and follows :) 


RELATIONSHIP BETWEEN THE CoLorRApo Furst & IRon Corp. AND LURBIA 
Bros. & Co., INC, 


The chairman has questioned me concerning the relationship between Luria 
Bros. and the Colorado Fuel & Iron Corp., and has also requested me to provide 
the detailed figures which show whether Luria has been getting a substantially 
greater percentage of the business of the Colorado Fuel & Iron Corp. since 
Ogden Corp. purchased Luria in October 1955 than before that time (Tr. 118). 

Before presenting such statistics, I desire to clarify and explain the circum- 
stances surrounding my testimony in answer to the chairman’s questions con- 
cerning whether or not there is any “connection” between Luria and Colorado 
Fuel & Iron. At the time I was asked these questions there had already been 
testimony by a previous witness, Mr. Rosoff, concerning the well-known facts 
that Mr. Charles Allen, Jr., chairman of the board of the Colorado Fuel & Iron 
Corp. is also senior partner of Allen & Co., a New York investment banking firm, 
which is the largest stockholder of Ogden Corp., of which Luria Bros. & Co. 
Ine. became a wholly owned subsidiary on October 11, 1955. These facts are 
matters of public record and I, of course, did not deny or dispute them when 
I was asked to comment on Mr. Rosoff’s statement. Furthermore, I knew that 
the general counsel of Luria had fully disclosed these same facts in answer 
to questions asked of him during discussions which he had with a member of 
the chairman’s staff and with a member of the subcommittee staff. 

Accordingly, when the chairman asked me what “connection” there was be- 
tween Luria and Colorado Fuel & Iron, I assumed that he was not inquiring 
about these undisputed facts but was inquiring concerning “connections” in the 
actual management and operations of the two companies. Since, to the best 
of my knowledge, the two companies operate independently of one another and at 
arm’s length, I answered that there was no such “connection.” As soon as it 
became apparent to me that the chairman was using the word “connection” in 
a different meaning than I had assumed, I immediately attempted to make my 
answer clearer by pointing out there was no connection “as far as the manage- 
ment of the company is concerned” (tr. 117; italic added). 

In my testimony I stated, in answer to a question by the chairman, that the 
acquisition of Luria by Ogden did not result in Luria getting a greater percentage 
of the business of Colorado Fuel & Iron than it had prior to that time. The 
chairman recognized that my testimony constituted an estimate made without 
the opportunity to consult the actual statistics, and requested me to provide a 
written statement setting forth the figures (Tr. 118). Since the hearing I have 
had the actual statistics compiled and analysis of them shows that in some 
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plants Luria sold less scrap by a few percentage points after 1955 than in the 
years immediately prior thereto, while in other plants Luria sold more scrap 
by a few percentage points. Although there are some relatively minor varia- 
tions from year to year, it is clear that Colorado Fuel & Iron and Roebling 
purchased substantially all of their scrap from Luria in the years immediately 
prior to October 1955 and continued to do so thereafter. 

The statistical information is set forth in a table annexed as an exhibit to 
this statement. Insofar as the table covers the years 1949-54 it is based upon 
exhibits introduced by Government counsel before the Federal Trade Commis- 
sion in In the Matter of Luria Brothers et al.; statistics for the years 1955-58" 
are based upon information supplied at my request by Colorado Fuel & Iron and 
Roebling. The table was compiled by Luria personnel. 


Percent of total purchased iron and steel scrap bought from Luria Bros. & Co., 
Inc., by the Colorado Fuel & Iron Corp. and John A. Roebling’s Sons Corp., 
1949-58 















Plant 
Year . 
Claymont, | Birdsboro, 
Del. Pa. 
SE cdb onc pabdbbiddcdasabboobiied 100.0 95.7 64.5 71.7 98.6 
ca aa i a te 100.0 98.7 62.2 34.3 99.9 
SSE ELS dee 'S ES fb cadacveweust 95. 4 99.6 76.1 27.1 94.1 
oe nn cine n wisi omnane tenant: 100.0 91.3 86.5 70.8 94.0 
BES Ditida Sdcdwadd ntti cddsbece 100.0 95.7 96.3 98.0 99.3 
sleet lacie inh td l acai 100.0 87.4 93.8 87.1 96.6 
EES nt nc Seon acorn maedn meek 99.6 99.3 96.9 98.5 96.7 
Ee ctleaniinsidih necdinacdenkamm tbl 99.4 99.9 97.5 98.4 95. 6 
a hailed iel ales aa 99. 2 99.5 96.7 98.7 97.2 
Ge tile A. 99.5 99.0 100.0 10 94.6 


1 This plant was out of operation during substantially all of 1958. 
Sources: 1949-54—F.T.C. Case, Commission Exhibits Nos. CX 959X to 959Z-2. 1955-68—the Colorado 
Fuel & Iron Corp. and John A. Roebling’s Sons Corp. 


STATE or New York, 
County of New York, 88.: 


Myron L. Chase, being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information, and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 


Myron L. CHASE. 
Sworn to before me this 23d day of July 1959. 


MARK J. MAGED, 
Notary Public. 


Commission expires March 30, 1961. 

Senator Lone. Now, are you familiar with the number of business 
failures in the scrap-steel industry in the past several years? 

Mr. Cuasz, I personally know of no business failure of a scrap- 
yard dealer. Now, at the collector level, the man who operates a 
truck and at lower levels may decide instead of picking up 2 or 3 
tons of scrap a day he would rather either work in a factory or grow 
vegetables or do something else. I do not know about those self- 
employed people. I am _now talking about. people with scrap prep- 
aration facilities. And I personally know of no company that. went 
out of business or business failure. 

Senator Lona. I do not rely upon you for that because I can get it 
from other sources. 


Mr. Cuasg. Yes. I mean, tomy knowledge, sir, I have never heard 
of any. 
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Senator Lone. What is this deal about your yard over there at 
Montreal? Here is this ad, and people say they do not know any- 
thing about it. I guess you heard me read that into the record. You 
have probably seen this. Have you seen this? 

Mr. Cuassz. No, sir.. I have heard about it, but I have not seen it. 

Senator Lone. Would you take a look at the marked section there? 

Mr. Cuasz. This is the last paragraph? 

Senator Lone. Look at that along side of which there is a mark in 
ink. You don’t need to look at the “Wake up America, Wake up 
Canada” part of the thing. Just look at the top two paragraphs 
there and give me your reaction to it. 

Mr. Cuase. In Montreal, Luria has a scrap collection yard, which 
means that we process none, or if any, very tittle scrap, but it means 
that we collect scrap for shipment overseas. We use a public facility 
there that we lease. We employ a stevedoring company to load our 
ships. I am very sorry to say that in 1959 we have had an opportunity 
to export ver little scrap from there, in spite of our alleged great 
advantage in Montreal. 

I would say that, of the shipments from Canada for export in 1959, 
we have done no more than 25 percent. 

Senator Lone. Would you provide for the record your shipments 
from Canada and separate your Montreal shipments so we can see 
just what they were during the last several years, let’s say starting 
m 1954 through 1959? 

Mr. Cuase. Senator, I would have to have that prepared for the 
record because that is a fairly complicated situation in various areas. 
Sometimes the ships are loaded at two ports. 

Senator Lone. How is that? 

Mr. Cuase. Well, they could be loaded at Toronto and finished at 
Montreal or loaded at Montreal and finished at Halifax. 

There are a number of combinations. There are not always full 
vessels. 

Senator Lone. I do not want you to provide it now because you 
probably do not have it with you. 

Mr. Crass. No, but I could get that. 

Senator Lone. I would much rather have the details. 

Mr. Cuase. I will give you the detailed report on shipments from 
Canada, for how many years is that ? 

Senator Lone. 1954 forward, I think is about what we would like 
to have. 

Mr. Case. Yes, sir. 

Senator Lone. And if for any reason you think it is not desirable 
for your competitors to see that, this committee staff will keep it 
confidential. 

Mr. Cuase. There is no reason why competitors should not see it. 

Senator Lone. They are public figures anyway, are they not? 

Mr. Cuase. Just about. 

(The information requested was subsequently received and follows :) 


AMOUNT OF Export SHIPMENTS OF SCRAP BY LURIA Bros. From CANADA 


The chairman has requested me to provide for the record the figures showing 
the amount of shipment by Luria and subsidiaries from Canada for export in 
the years 1954-59, indicating the amounts shipped from Montreal and the 
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amounts shipped from other ports (tr. 120). Such figures, as compiled from 
Luria’s books by Luria personnel, are as follows: 











| Gross tons 
From | From other 
Montreal ports 
EE ici sinh nalasnédes ein Sasdqneconesdsdeatgh vade<seqeusessynete 27, 913 18, 595 9, 318 
TAL Fo ok dow nd aw od de de nbar boc bbknnwes bbb osu dbidad daenshonknd 120, 394 64, 7 55, 688 
I ne er gee eR aoe 158, 216 89, 207 69, 009 
OL abd Nola ona tp dds vcdbdadubt idbdabsluvceddekesdighedece 258, 062 172, 646 85, 416 
a a ts, i ie es oes Latins gin paw ae PRE 27, 699 14, 074 13, 620 
IE OE SEE 555 ccndcneadcusdacrnccesuqubnseadaeeenmmnn 18, 224 9, 326 8, 898 


SraTe oF New YOorK, 
County of New York, 8s: 


Myron L. Chase, being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information, and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 


Myron L. CHASE. 
Sworn to before me this 23d day of July, 1959. 


Mark J. Macep, Notary Public. 


Senator Lona. Is the allegation true that ships are only permitted 
to carry 6,000 tons of scrap as far as Montreal ? 

Mr. Cuase. I do not know about the allegations, Senator. The 
St. Lawrence Seaway has very recently been opened and we are 
studying the possibilities of larger ships. To the best of my know]l- 
edge, and I am informed by our shipping department that ships cannot 
take more than 6,000 tons from the Great Lakes area through the 
canal at the present time. 

Senator Lona. Is there a law against it or is it just a technical 
problem ¢ 

Mr. Cuase. It is a technical problem with the waterways. 

Senator Lone. If you carry more than 6,000 tons, you are going 
to drag the bottom; is that it? 

Mr. Cuase. If you have more than that weight, you are going to 
hit the bottom, precisely. 

Senator Lone. And damage the ship, and it would not be worth it. 

Mr. Cuasz. That is my understanding. 

Senator Lona. So if you got a ship that would draw, let us say, 
30 to 35 feet, the thing to do is to lighten it up to about 27 and go 
through those locks and then by the time you get into a deeper 
channel you can load it on down again; is that the idea? 

Mr. Cuasz. That is the procedure. 

Senator Lone. Do you know of any reason why any competitor 
could not have also put a yard at Montreal? 

Mr. Cuass. As far as I know, no, sir. As far as I know there are 
still facilities available and arrangements could be made to have scra 
loaded. Montreal, I believe, is the largest. port in Canada and is 
certainly one of the four or five largest in this hemisphere, so, I would 
think there are a number of dock facilities. I have not investigated 
any others that I know of personally. 

Senator Lone. You would imagine if a competitor wanted to ac- 
quire for himself a loading site there, that he could make arrangements. 

Mr. Case. I am sure that he could. 
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Senator Lone. Frankly, I am not much impressed by unsigned 
statements, but I thought you ought to have the opportunity to 
comment on this. 

Mr. Cuase. Yes, I am glad to see this. 

Senator Lone. Let me ask you this: Do you have any particular 
advantage in getting business shipments to the European Community ? 

Mr. foeak No, sir. If we do, we certainly have not taken ad- 
vantage of it very successfully, because in 1959, of the total exports to 
Europe, our percentage of the European business has not exceeded 
15 percent, so, if we have had any particular advantage, we have not 
made very good use of it. 

Senator Lone. What was it in 1958? 

Mr. Cuase. In 1958 it was approximately 50 percent, but that was 
in connection with another firm. There are two firms that bid 
jointly on it. 

Senator Lone. What firm was that? 

Mr. Cuass. That was Western Steel International. 

Senator Lone. Would I draw a correct conclusion from your state- 
ment that you got 50 percent of the business to Europe in 1958 because 
you made the best bid? 

Mr. Cuasz. We made the best bid at a sealed bid with the repre- 
sentatives of the American Government present. According to the 
terms of the bid it was our understanding that the company or com- 

anies that submitted the best offer would receive 100 percent of the 

usiness. The European Coal and Steel Community saw fit to dis- 

tribute that business and they only granted the two successful 

bidders who publicly and openly bid as two people together 
approximately 50 percent of the business. 
enator Lone. And who was the other? 

Mr. Cuase. Luria Bros. and Western Steel. 

Senator Lona. Now, what percentage of the Japense business did 
you have in 1958? 

Mr. Cuase. In 1958? 

Senator Lone. Was that on a bid basis or negotiated ? 

Mr. Cuaset. That is on a negotiated basis. 

Senator Lona. The Japanese do not put theirs out on bids; or do 
they ? 

Mr. Cuase. No, sir. They negotiate with a number of suppliers, and 
then they have contracts, identical contracts as far as terms and condi- 
tions with the suppliers. 

Senator Lone. Now, the FTC findings of facts and conclusions of 
law and statistics go only up to 1954. We would like to have cer- 
tain figures through 1958 and through the first 5 months of 1959, 
if possible. 

Here is what we want: (a) the domestic sales of Luria, subsidi- 
aries, and other connected companies as the percentage of total 
domestic scrap sales. Such information is contained on page 53 of 
the FTC document. Would you provide that for us? 

Mr. Cuase. Yes. 

Senator Lone. I will make it available to you so you can see what 
we want. 

(6) exports of Luria, subsidiaries, and other connected companies 
as percentage of total scrap exports. I refer you to the table where 
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that information is found for 1954; (c) domestic sales broken down 
by area which is on page 53 of the FTC document. 

(The information requested was subsequently received, and 
follows :) 


STaTIstics SHOWING THE EXTENT OF DOMESTIC AND Export SALES oF SCRAP BY 
Luria Bros. & Co., INc., AND ITs SUBSIDIARIES 


I have been requested by the chairman to provide statistics showing (i) 
annual domestic scrap business of Luria and subsidiaries as compared to total 
U.S. scrap business, and (ii) the amount of scrap exports by Luria and its 
subsidiaries as comparied to total exports from the United States (transcript, 
pp. 124-125). 

1. DOMESTIC SALES 


With reference to domestic sales, the chairman requested that I provide 
information to bring up to date the statistics which appear in a table at page 
53 of the proposed findings of fact by Government counsel before the Federal 
Trade Commission in In the Matter of Luria Brothers et al. That table goes 
through 1954 and compares the purchases of “reporting mills’ from Luria 
with purchases of such mills from all brokers and dealers and segregates such 
purchases by geographical area. 

The information necessary to bring that table up to date is not available 
since the data shown on the table for the years 1945-54 was obtained by the 
Federal Trade Commission through the use of its statutory powers of investi- 
gation and by utilizing statistical questionnaries wnich it required virtually 
all steel mills to answer. 

Of course, Luria has no power to gather such information. 

However, I have instructed Luria personnel to compile statistics from 
available sources to provide the basic facts which I believe the subcommittee is 
seeking. These statistics show Luria’s total sales in the United States in 
comparison with total consumption of purchased scrap in the United States. 
Such statistics are as follows: 





Luria and 
subsidiaries | Purchased 
sales to con- | scrap con- 





Year sumers of sumption in 
scran in the | the United 
United States 2 
States ! (gross tons) 
(gross tons) 
Bcc ctblinatendamiphetenangcbesssSiusdensisiesbotgkiehbidensticnmenoeewend 8, 300, 000 34, 511, 000 
BEES Uecwaddaconendstisducbsebadene ddadcasddsodubudeeddsduuccsenquenccdsivess 9, 200, 000 35, 109, 008 
Den ahassibaems eeudddidet titoyt} Jonna duqoeehrbanemmnsp ning yaqutmengedenitel 7, 700, 000 29, 618, 000 
DG an ehbandcphoceccmpencechsonpegnesvondegtponguanbnanesemmaraqasccuaiagpesd 5, 400, 000 22, 127, 000 


1 These figures were prepared from the books of Luria by Luria personne] and are based on Luria billings 
to scrap consumers in the United States for the periods shown. ‘These figures include a small amount of 
materials which are not in the scrap iron and steel category but which are difficult to eliminate because 
of the tremendous amount of clerical work which would be involved. There have been excluded tonnages 
sold for exnort, sales to Canadian and Mexican consumers, and sales to other brokers and dealers. 

2 These figures were obtained from the “Institute of Scrap Iron and Steel Yearbook”’ for 1959, p. 25. 


In connection with the foregoing statistics, it is our opinion that the table above 
reflects the facts more accurately than the Federal Trade Commission table on 
page 53 because the Federal Trade Commission table (a) ignores considerable 
quantities of scrap which are purchased by steel mills from suppliers other 
than brokers and dealers and (b) omits purchases of scrap by foundries and 
certain other consumers. 

2. EXPORT SALES 


With reference to export sales, the chairman requested that I provide infor- 
mation comparing total sczap exports by Luria and subsidiaries with total scrap 
exports from the United States by all exporters. I was requested to provide 
such information in the form followed by Government counsel in the Federal 
Trade Commission case, but the particular Federal Trade Commission table 
was not specified. I am advised that a table showing such data through 1955 
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appears at page 78 of the proposed findings of fact of Government counsel in 
the Federal Trade Commission case. However, as was the situation with respect 
to the Federal Trade Commission table relating to domestic sales, the data 
necessary to bring the Federal Trade Commission table on page 78 up to date 
is not available to Luria. 

Although we are unable to bring the Federal Trade Commission table up to 
date, I have instructed Luria personnel to compile statistics from available 
sources to provide the basic facts which I believe the subcommittee is seeking. 
These statistics show export sales by Luria in comparison with total exports 
from the United States. The period covered begins with 1956 since the Federal 
Trade Commission table on exports goes through 1955. 














| Joint ven- Total ex- 
Export | ture sales Total of | ports from 
Year sales by | in which columns | United 
Luria Luria was land 2 States by 
alone ! a partici- all 
pant! exporters ? 
ee aida ie) ote ome hun) Aol $756,000 | $1,587,000 | $2,343,000 | $4, 472, 395 
Raumati teil ere. te Sa eel 843, 000 2, 118, 000 2,961,000 | 5,201,570 
ial ate ait De ciel ac ctidiinds <Aeipeienihstndinnelid 181, 000 886,000 | 1,067,000 | 2, 167, 500 
ca manescmenines 337, 548 55, 300 392, 848 (3) 





1 These figures were prepared from the books of Luria. 
? These figures were obtained from Institute of Scrap Iron and Steel Yearbook for 1959, pp. 44~45. 
3 Not available. 


Note.—Exports to Canada and Mexico are excluded, as was done on the Federal Trade Commission 
table referred to above. 


STATE oF NEw York, 
County of New York, ss: 


Myron L. Chase, being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 


Myron L. CHASE. 
Sworn to before me this 23d day of July 1959. 
MARK J. MAGED, 
Notary Public. 


Senator Lone. Now, we would like certain information about the 
ownership of Luria. Who are your directors? Who are your prin- 
cipal officers, and what connections, if any, do they have with other 
companies, either steel mills or competitors ’ We would like to know 
also the ownership of Luria, the ownership of Luria by other firms 
such as Ogden Co. 

Who owns Luria, if you can make that available to us. 

(The information requested was subsequently received, and fol- 
lows:) 


OFFICERS, Drrecrors, AND OWNERS OF LuURIA Bros. & Co., INC. 


The chairman has requested me to provide information identifying the direc- 
tors and principal officers of Luria Bros. & Co., Inc., and setting forth “what 
connection, if any, do they have with other companies, either steel mills or 
competitors?” (Tr. 125.) 

The directors of Luria Bros. & Co., Ine., are the following: 


Carl 8. Ablon. Morris E. Lipsett. 
Ralph E. Ablon. Herbert L. Luria. 
Herbert J. Biel. William J. Luria. 
Joel Claster. Maurice L. Sindeband. 
F. William Harder. D. Hays Solis-Cohen. 
Howard M. Holtzmann. George I. Stout. 


Leonard H. Krieger. 
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The principal officers of Luria Bros. & Co., Inc. are the following: 


Joel Claster, chairman of the board William J. Luria, vice president 

Ralph E. Ablon, president George I. Stout, vice president 

Carl S. Ablon, vice president Gordon Skinner, vice president 
Herbert J. Biel, vice president Burnell L. Verner, vice president 

Jack Levand, vice president Herbert L. Luria, treasurer-assistant 
Jack Gordon, vice president secretary 

William H. Hundt, vice president J. J. Enright, assistant treasurer 
Leonard H. Krieger, vice president William L. Forebaugh, secretary. 


Morris E. Lipsett, vice president 


To the best of my knowledge, none of the persons listed as officers and directors 
above are officers, directors, shareholders, partners, or otherwise have a finan- 
cial interest in any steel mill which purchases scrap or in any competitor of 
Luria in the scrap business, except for such personal investments which any of 
them may have, unknown to me or Luria, in publicly owned corporations. Mr. 
Howard M. Holtzmann is a partner of a law firm which serves as counsel for 
the Colorado Fuel & Iron Corp. and its subsidiaries. 

Luria Bros. & Co., Inc., is a wholly owned subsidiary of Ogden Corp. 
Ogden Corp. is a diversified industrial holding company which also owns sub- 
sidiaries in the electronic, heavy machinery, shipbuilding, plumbing supply, and 
filtration industries. Ogden is publicly owned, and regularly trade@ on the 
American Stock Exchange. I am advised that Ogden has approximately 7,000 
shareholders, of whom the largest is Allen & Co., a New York investment bank- 
ing firm. Mr. Charles Allen, Jr., is a senior partner of Allen & Co. 


STATE oF NEw YORK, 
County of New York, ss.: 


Myron L. Chase, being duly sworn, deposes and says that he has read the fore- 
going statement and the facts set forth therein are true and correct to the best 
of his knowledge, information, and belief; and, as to the facts set forth therein 
which were supplied to him by others, he believes them to be true. 


Myron. L. CHASE. 
Sworn to before me this 23d day of July 1959. 


Mark J. MAcep, Notary Public. 

Commission expires March 30, 1961. 

Senator Lone. What percentage of the scrap business do you think 
Luria is now handling? 

Mr. Cuasz. Is this a question you would like answered here? 

Senator Lone. Yes. 

Mr. Cuase. We are talking domestic business? 

Senator Lona. Yes. 

Mr. Cuasr. Because I have just given you the figures on exports. 
I would have to break that down. I would say that the figure today 
is roughly 25 percent of domestic scrap. 

Mr. Gorpon. Are you using the same criteria that the FTC is 
using ? 

Mr. Cuasr. I am not familiar with what the FTC is using. I 
know that in their proposed findings I remember at the time that they 
had a different figure, and obviously we are using a different criterion, 
because we come up with a different figure, and that is substantially 

Senator Lone. You are satisfied that your figure is accurate by 
your criterion ? 

Mr. Cuasr. Exactly. I am sure it is. 

Mr. Gorpon. In giving us these figures, we would like to have the 
criterion, source and how you arrived at those figures. 

Senator Lone. How you arrived at it; yes. 

Mr. Cuase. Well, I pick this figure right now. I am talking about 
at the current time. There were 22 million tons of purchased scrap 
for domestic use last year and we supplied about 5 million tons. 
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I did this very quickly, although I do not have any statistics before 
me. 

Senator Lone. Now, what percentage—— 

Mr. Cust. We will supply a complete breakdown. 

Senator Lone. What percentage of Luria’s business and growth is 
due to mergers? Do you have it or can you get it? 

Mr. Cuase. In the last 10 years? 

Senator Lone. Yes. 

Mr. Cuase. We haven’t had any merger except for a very small 
operation in Canada. Nothing in the United States since 1949 that 
I know of, and so I would say very little business in the last 9 years 
has been the result of a merger. 

Senator Lone. How about acquisitions ? 

Mr. Cuase. That would also apply to acquisitions. 

Senator Lone. Would you give us information for the record—I 
do not want it here, but for the record—as to what percentage, let us 
say, during the last 10 years you have acquired due to acquisitions, 
what percentage of your business can be attributed to acquisitions? 

Mr. Cuase. Yes, sir. 

Senator Lone. What percentage of your business do you believe 
you have acquired, let us say, during the last 10 years by newly con- 
structed capacity? If you do not have it, youcan get it. 

Mr. Cuase. You are talking about yards? 

Senator Lone. Yes. 

Mr. Cuase. When you say “néwly constructed capacity,” of steel 
mills or of our company ? 

Senator Lone. That would be of your company. 

Mr. Cuase. Of our company ? 

Senator Lona. Yes. 

Mr. Cuase. Well, I will get you the accurate figures if that is what 
you want. 

I can tell you that it is much lessthan 10 percent. 

Senator Lona. Just give me a guess and if that is not an accurate 
statement, then provide the correct figures. 

Mr. Cuase. I think that is a fairly well informed guess, and I know 
that the figure is less than 10 percent of the scrap that we ship. 

(The information requested was subsequently received, and 
follows:) 


ACQUISITIONS, MERGERS, AND CONSTRUCTIONS OF NEW Yarps BY LURIA 
Bros., & Co. INc. 


In the course of my testimony I was asked by the chairman to provide for 
the record figures to show the percentage of Luria’s total scrap business which 
resulted since 1950 from (i) mergers, or the acquisition of other companies; 
and (ii) from the construction of new scrap yards (Tr. 126-128). 


1. ACQUISITIONS 


I testified that the only merger or acquisition of a company in which Luria 
had participated since 1950 involved “a very small operation in Canada” (Tr. 
127), known as Lax Bros., Ltd. (Tr. 165), the stock of which was acquired on 
June 1, 1956. In order to show the percentage by which Luria’s scrap business 
was affected by the acquisition of Lax Bros., Ltd., we have compared the total 
tons of scrap shipped by Lax in the first full year following its acquisition with 
the total tons of scrap billed by Luria and all subsidiaries on sales in the 
United States, for export, and in Canada and Mexico during that year. The 
result is 0.47 percent. (The foregoing figure is based upon the books of 
Luria.) 
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In testifying that Lax Bros., Ltd., was Luria’s sole acquisition since 1950, I 
mistakenly assumed that the acquisition by Luria of Southwest Steel Corp. 
occurred prior to the last 10 years. The acquisition of Southwest occured before 
I was employed by Luria and I had no direct participation therein. Upon 
checking into the matter since the time of the hearing, I have learned that, 
although the negotiations to acquire Southwest were conducted in 1949, the 
sale was consummated on February 1, 1950, and, as a technical legal matter, the 
acquisition therefore occurred in 1950. 

In view of the fact that an exhaustive factual investigation and detailed 
statistical background and analysis concerning Southwest Steel Corp. is con- 
tained in the record before the Federal Trade Commission in the proceeding 
involving Luria Bros. and Southwest, statistics concerning Southwest are not 
included in this statement. See the chart on page 74 of the proposed findings 
of fact by Government counsel. Also, on the same subject, see the statistics 
and comments contained in pages 573-584 in the proposed findings of fact filed 
by Counsel for Southwest Steel and Luria. 

I am including in this statement data relating to the yard acquired from Max 
Schlossberg in Chicago as of December 31, 1956, although Luria neither merged 
with nor acquired the Max Schlossberg Co. As I pointed out in my testimony, 
“We bought the yard, not the company * * *. They had other assets than the 
yard—I am not sure of the legal details, how this was done. I simply know 
we didn’t take over the Max Schlossberg Co., but we did buy the yard from 
them. I could get you a written statement if you want more information on 
just how it was done. I wasn’t personally involved in that, and I don’t know 
the legal technicalities of the contract * * *. I didn’t consider this as acquir- 
ing of acompany.” (Tr. 164-5). Since the time of the hearing, I have checked 
into the matter and I am advised that the form of the transaction was that 
Luria purchased from Max Schlossberg the machinery and equipment owned 
by him in a scrap yard operation located in Chicago. No real estate was ac- 
quired, but Luria did take over the lease on the yard site. This purchase covered 
yard equipment only, and did not include any part of the scrap brokerage business 
which Max Schlossberg conducted and still conducts in corporate form under 
the name Max Schlossberg Co. In order to show the percentage by which 
Luria’s business was affected by the acquisition of the Schlossberg yard, we have 
compared the total tons of scrap shipped by that yard in the first full year 
after its acquisition with the total tons of scrap billed by Luria and all sub- 
sidiaries on sales in the United States, Canada, Mexico, and for export during 
that year. The result is 0.87 percent. (These figures are based upon the books 
of Luria). 

During my testimony and in this statement I have not considered the following 
transactions which occurred during the last 10 years, but which do not consti- 
tute acquisitions or mergers in the scrap business. 

(i) Formation of a new corporation now known as Livingston & Southard, 
Ince. The new corporation took over the name and former personnel of an older 
corporation which had been engaged primarily in the export to the Far East of 
off-grade new steel which was sold for reuse, not as scrap. 

(ii) Formation of Western Pipe & Tube Corp. a wholly-owned subsidiary 
engaged in selling secondary and used pipe for reuse, not as scrap. 

(iii) Formation of Bulk Chemicals, Inc., which deals in chemical byproducts. 

(iv) Acquisition of a 50 percent stock interest in International Railway Car 
Co., which repairs and leases railway cars. 

(v) Acquisition of all of the stock of Midwest Aluminum Supply Corp., which 
warehouses and distributes aluminum. 

During the course of my testimony I testified that Luria had not bought the 
stock or assets of Loudee Iron & Metal Co., Inc. and Loudee Steel Corp., both of 
which are engaged in the scrap business and that Luria had no “connections” 
with those companies. (Tr. 213.) Upon reading the transcript, it occurs to me 
that although that testimony is correct, in the interest of full disclosure, the 
following additional facts should be brought to the attention of the subcommitee: 
The principal owner of Loudee Steel Corp. and Loudee Iron & Metal Co., Ine. 
is believed to be Mr. Louis Deitcher. Mr. Moses Deitcher, the son of Louis 
Deitcher, and Mr. Saul Josephson, the son-in-law of Louis Deitcher, both of 
whom at one time were employed by either Loudee Iron & Metal Co., Inc. or 
Loudee Steel Corp., have been employees of Luria since January 1955. I am 
advised that both Mr. Moses Deitcher and Mr. Saul Josephson were required 
by Luria to represent in writing as a condition of their employment, that they 
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had disposed of all stock interests they may have held in each of the Loudee 
corporations. Luria buys scrap from time to time from the Loudee corporations 
as it does from many other scrap dealers. I am informed that all transactions 
between Luria and the Loudee corporations are upon an arm’s length basis. 
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2. NEWLY CONSTUCTED YARDS 


In order to show the percentage by which Luria’s scrap business has been 
affected by the construction during the past 10 years of new yards, I have 
asked that a comparison be made of the total tons of scrap shipped by such new 
yards in 1958 with the total tons of scrap shipped by Luria and all subsidiaries 
during that year. I am advised that the result is 6.6 percent for the full year 
1958. For the first quarter of 1959 this percentage is 7.4 percent. 

In making the foregoing calculations there was included all yards which were 
constructed by Luria or subsidiaries since 1950. These yards are located at Los 
Angeles, St. Louis, Detroit, Peoria, Pueblo, and Seattle. Also included is the 
yard at Brooklyn which has been improved with a new pyrocleaner and press 
since 1950. Not included is the yard at Coatesville, Pa., which was not yet 
in operation. Also not included are the scrap marshalling facilities at Port 
Newark, N.J., and Baton Rouge, La., and similar facilities, the primary purpose 
of which is to marshall materials and load vessels for export and not to process 
scrap. 


STATE oF New York, 
County of New York, ss: 


Myron L. Chase, being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the best 
of his knowledge, information, and belief; and, as to the facts set forth therein 
which were supplied to him by others, he believes them to be true. 


Myron L. CHASE. 
Sworn to before me this 23d day of July 1959. 


Mark J. MAGED, NoTARY PUBLIO. 

Commission expires March 30, 1961. 

Senator Lone. What is your practice with regard to financing in- 
dependent scrap yards? Do you do it? 

{r. Cuase. No, sir; we do not do it at all now. 

We have done it in the past. 

Senator Lone. How far back ? 

Mr. Cuase. Just prior to the FTC hearings. 

Senator Lone. That was when? 

Mr. Cuase. That was in 1954, I think they started. 

Senator Lone. You stopped after 1954? 

Mr. Cuase. Yes. We did it exactly as all other brokers did it. 
It was a practice in the scrap industry to finance, for the broker, one 
of his functions to finance the smaller dealer. That was a broker 
function and when there was some eee about it brought up in 
the FTC hearings, we desisted from the practice of advancing money 
to dealers. 

Senator Lone. You discontinued the practice, I take it, rather than 
leave yourself open to the charge that you were dominating their 
activities ? 

Mr. Cuase. Yes, sir. 

Senator Lone. Now, do you have any interest or security in any 
other independent scrap yards at the present time ? 

Mr. Cuase. Do we have any which? 

Senator Lone. Any interest in any other independent scrap yards, 
at the present time ? 

Mr. Cuasz. No, sir. 
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Senator Lone. Do you hold any securities, any stocks or bonds of 
any other, or indentures of any other independent scrap yards at the 

resent time ? 

Mr. Cuase. I do not know of any. I think the answer to that 
question is “no.” atten 

Senator Lone. Do you have any plans for future expansion right 
now that you could divulge? 

Mr. Cuasz. We are suppliers of scrap. We buy and sell scrap and 
we are always anxious to sell as much, to cover our sales, to buy as 
much as is necessary. We have no specific plans. We hope to continue 
to grow and to do business. 

Senator Lone. Your last statement appears to be in response to 
the next question I had in mind. Are you aiming at any particular 
position domestically or foreign ? 

In other words, is there any particular position that you are try- 
ing to achieve in the industry ? 

Mr. Cuase. No, Senator Long. We have no target or objectives. 
We are trying to do business from day to day. Our business is al- 
ways based on a day-to-day operation. We have no customers or 
commitments, and we never know from month to month or from 
year to year how big our volume is going to be. We have people out 
working, trying to sell scrap. We have people out trying to buy 
scrap. We have no way of forecasting or telling how successful we 
are going to be. It can change very quickly and very unexpectedly. 

What may be a good area for us 1 month or 1 year may be a rather 
poor and disappointing one in the next year. 

Senator Lona. Then, if I correctly understand your position, you 
feel that you are going to get all the business you can and make as 
much profit as youcan. Or, would that be a fair statement ? 

Mr. Cuasr. Consistent with serving both the people who sell us 
scrap and the people who buy scrap from us, that would be a fair 
statement. 

Senator Lone. Do you feel that your firm is beginning to expand 
to the point that it might be in a monopolistic position in the industry ? 

Mr. Cuasr. No, sir. 

Senator Lone. You do not think you have any problem in that 
respect as of this moment ! 

Mr. Cuase. No, sir; and I do not see it in the future. 

Senator Lone. Has the ISIS, of which you are president, I under- 
stand, held conferences between Luria and independents in order 
to exchange information ? 

Mr. Cuase. By that question you mean Luria and the independent 
scrap dealer organizations ? 

Senator Lone. Between Luria and other scrap dealers who are 
members of the ISIS to exchange information. 

Mr. Cuasr. With each other or with the people not in the ISIS? 

Senator Lona. Well, first let us say with the people who are in 
the ISIS. 

Mr. Cuase. We have regular chapter meetings every month and 
we have regional meetings. We have national conventions. 

Senator Lone. And you exchange information ? 

Mr. Cuase. And we exchange information. 

Senator Lone. What kind of information do you exchange? 
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Mr. Cuase. We exchange information about all the projects which 
the institute is currently undertaking. We have an insurance pro- 
gram, we have a fair trade practices program, we have cost seminars, 

We are interested in new equipment. We have public relations 
committees, we have dealer problems, yard layout. We have a very 
active safety program. We have a landscaping program. Yards can 
be more attractive. 

Senator Lone. Is it generally your policy that you want to let your 
competitors know what you are doing, provided that you know what 
they are doing? Is that substantially correct ? 

Mr. Cuase. It isn’t actually like that. We have general discussions, 
We don’t discuss prices. We talk about problems that are mutually 
interesting to the scrap dealers, such as equipment, union, problems 
of labor. 

Senator Lone. What scrap yards do you have that are on property 
of adjacent steel mills? 

Mr. Cuase. Adjacent? 

Senator Lone, Yes—no, that are on property of adjacent steel mills, 

In other words, how many, or what yards do you have that are 
located on property owned by steel mills? 

Mr. Cuasz. Great Lakes, the one in Detroit, Peoria, Pueblo, Granite 
City. Seattle is in the area. It is not adjacent to it, but for your 
purposes, I think that would be included. 

Senator Lone. The property is not owned by the steel mill? 

Mr. Cuase. The property is owned by it, but not adjacent. 

Senator Lona. I see. Any others? 

Mr. Cuase. And Lukens Steel at Coatesville, Pa. That yard is 
not in operation, but there is a facility. 

Senator Lona. Do you have an arrangement. with those companies 
whereby they agree to give you an sivantige in serving them in 
return for locating your scrap yards in those particular locations? 

Mr. Cuase. No, sir. 

Senator Lone. Or any other consideration for that matter? 

Mr. Cuase. No, sir. 

Senator Lone. Do I correctly understand your testimony that your 
location on property owned by the steel mills does not give you any 
competitive advantage and that there is no arrangement with those 
companies whereby they agree to give you some competitive 


advantage ? 

Mr. , No, sir, not in the purchasing of what we will call 
outside scrap as opposed to home scrap. The basic purpose of those 
yards is the fact that the steel mills wanted a contractor to prepare 
their own home scrap, that is scrap that is produced in the steel mill, 
and Luria Bros. serves as a contractor for the preparation of home 
scrap. 

Beaktee Lone. Would you give me some idea as to why the com- 
panies would like that? 

Mr. Cuase. Why the steel mills would want that? 

Senator Lone. Yes. Please understand that I am not in your 
business. I am just trying to learn what it is all about. 

Mr. Cuast. These are decisions that they make, but I will answer 
your question by giving you my opinion as to what their reasons 
might be. 
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Senator Lona. That is right. 

Mr. Cuase. They would be guaranteed a uniform quality. They 
could be sure in the case of a company such as Luria that their own 
home scrap would not be intermingled with any outside purchased 
scrap. 

They would be sure to get their home scrap back after it had been 
prepared separately. The theory would be that Luria, which is in 
the scrap business and keeping up with the modern techniques of 
scrap preparation from a day-to-day and hour-to-hour basis might 
have more, and probably would have more knowledge of the most 
efficient way of preparing scrap. This is a scrap problem and I 
would simply say, if I were a steel mill executive and had a problem 
that applied to scrap, its preparation and segregation, I think I 
would be inclined to go to a responsible scrap dealer. 

Senator Lona. In other words, your feeling—and after all, you 
have to sell these people this arrangement 

Mr. Cuase. And sometimes they have sold us. 

Senator Lona. Yes, but if I understand you correctly, your feeling 
is that these mills are privileged to handle their own scrap, their own 
home scrap as you call it, but, if they think that a contractor could do 
a better job for them than they could do for themselves, it would be 
. wise business decision to hire that contractor. That happens to 

you. 

Mr. Cuase. Exactly. 

Senator Lona. Is there any permanency about that arrangement? 
Do you have a contract with those companies for the handling of the 
home scrap? 

Mr. Cuase. No, sir. You mean so far as time is concerned ? 

Senator Lone. I mean if you set up a yard and invest a million 
dollars in it, it would seem to me as though you would like to have 
some arrangement. 

Mr. Cuase. I know of some and I am not sure of some others. 
Could I submit a notarized statement on the exact terms? I know 
at some yards we do have a time factor mentioned and in others I am 
not absolutely sure. 

Senator Scnorrrex. Mr. Chairman, would you yield? 

Senator Lone. Yes. 

Senator Scnorrret. As I understand it, Mr. Chase, with respect 
to each of the yards you have mentioned, you are there by reason of 
a contractual relation based upon a written instrument or a lease. 

Mr. Cuase. Yes, sir. 

Senator Scuorrren. And you are willing to submit those for the 
benefit of this committee. 

Mr. Cuase. Yes. 

Senator Scuorrren. Thank you. I wanted to get that in the record. 

Senator Lona. In other words, your position is that you regard it 
as a sound business decision to set up a scrap yard adjacent to or on 
the property of a steel mill and handle thei house scrap for them. 

You are, then, in a position where you have a good opportunity to 
sell them other scrap in addition to their home scrap. 

Mr. Cuase. We have an opportunity to buy outside scrap and also 
sell it to the mills. 
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Senator Lona. Right. If you do not have it, will you provide us 
the amount of investment that you have in these yards that we are 
discussing, these adjacent yards, and what assurance you have of this 
continuing relationship on this contiguous property. Do you con- 
template further investments in such yards ? 

Mr. Cuase. We have none planned right now other than the ones 
we have. 

Senator Lone. Do you plan expansion of the existing ones? 

Mr. Cuasr. No, sir. 

Senator Lone. Are the contracts with these companies of a standard 
or uniform character, or do they vary considerably ? 

Mr. Cuase. Between themselves, you mean ¢ 

Senator Lone. Yes, I mean the contracts that you have with these 
steel companies. Are they sort of a standard form contract more or 
less identical in form or do they vary considerably ¢ 

Mr. Cuasr. I should say in general the provisions are very much 
the same, similar. 

Senator Lone. And those you will make available. 

I have already asked you about the Board and the ISIS. I would 
like to know.also what other officers or employees Luria has in ISIS. 
You will have to check that and see. 

Mr. Cuase. I happen to know that. Do you want it here? 

Senator Lone. Yes. 

Mr. Cuase. This year—it varies because a chapter president serves 
2. years. 

Senator Lone. Surely. 

Mr. Cuase. But I believe in 1959 there are no directors at large from 
Luria Bros. but there are four chapter presidents, one from Boston, 
one from St. Louis, one from Reading, and Los Angeles. 

Senator Javrrs. Out of how many ? 

Senator Lone. How many chapters are there ? 

Mr. Cwase. There are 25 chapters and there are around 46 directors 
or 45 directors and there are 4 Luria directors and one national officer 
this year. That varies; I don’t think it has ever exceeded that. 

Senator Lone. The number of officers you have in the institute, then, 
would be less than the percentage of the scrap business you are doing. 
Let’s put it that way. 

Mr. Cuase. I never thought of it that way but that is true. 

Senator Lone. Are those officers elected or are they appointed ? 

Mr. Cuase. The officers are elected, and, if there is more than one 
nominee for an office, then there is a secret ballot cast. 

Senator, may I correct: one thing? 

Senator Lone. Go right ahead. 

Mr. Curase. On this business on the contracts I have seen them very 

enerally. I am not just sure what you meant as to the standard 
ee the same. Apparently, there is some variation. Can we submit 
the.contracts and let you determine that later rather than having that 
statement that they are similar or dissimilar ? 

Senator Lone. Yes. 

Mr. Cuase. I am in no position to decide. 


1 See p. 77. 
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(The information requested was subsequently received, and 
follows :) 


AGREEMENTS BETWEEN LURIA Bros. & Co., INC., AND CERTAIN STEEL MILLs 
IN CONNECTION WITH THE INSTALLATION OF NEW ScRAP YARDS 


During my testimony I was asked questions concerning the detailed terms 
and conditions of contracts between Luria and various steel mills relating to 
the installation by Luria of scrapyard facilities on property owned by the steel 
mills (transcript, pp. 132-137). In the course of my duties as an executive of 
Luria I have not personally handled these contractual matters and I have 
only limited knowledge concerning them. Accordingly, I pointed out the extent 
of my unfamiliarity by saying, “I know of some and I am not sure of others” 
(transcript, p. 185) and “On this business on the contracts I have seen them 
very generally” (transcript, p. 189). As a result I was requested to supply 
further information concerning this matter. 

Senator Schoeppel suggested that the full texts of the various contracts be 
submitted to the subcommittee. However, upon consultation with other: ex- 
ecutives of Luria who are more familiar with this particular matter than I, I have 
learned that certain of the detailed monetary and other provisions of such 
contracts are considered to be confidential trade information by Luria and its 
customers. Accordingly, I respectfully request permission to submit summaries 
of these contracts, which will, I believe, provide the pertinent information. 
In the event that further information is desired by the subcommittee, I request 
that I be informed so that we may cooperate in establishing procedures whereby 
data which the subcommittee seeks may be provided and the desired confiden- 
tiality may be preserved. 

The summaries of contracts which are annexed as an exhibit to this statement 
were prepared by counsel for Luria upon my instructions. The summaries 
include pertinent provisions, but omit confidential information. In the course 
of reviewing these summaries, I have learned certain things concerning the 
contracts with which I had not previously been familiar, and, accordingly, I 
request that my previous testimony be deemed modified to the extent 1 ecessary 
to conform with the information set forth in such summaries. 

Also, in conferring with our counsel concerning this matter, it was called to 
my attention that in listing six yards located on the property of steel mills it 
did not occur to me to list a seventh yard which was established almost 10 years 
ago at Los Angeles, Calif., on property owned by Bethlehem Pacific Coast Steel Co. 
It did not occur to me to mention the Los Angeles yard, which was installed long 
before I was employed by Luria, because it is not one of the new yards estab- 
lished since the start of the Federal Trade Commission case to which Mr. Rosoff 
referred in his statement and which I understood to be the subject of the 
questions addressed to me. For that same reason the 1950 contracts relating to 
the Los Angeles yard have not been summarized in the exhibit hereto. However, 
in the event the subcommittee desires to review the contracts relating to Los 
Angeles, the full text will be found among the exhibits in the record before the 
Federal Trade Commission in In the Matter of Luria Brothers, et al. and an out- 
line of the sworn testimony of executives of Bethlehem concerning the terms, 
background and effect of the contracts will be found in the findings of facts pro- 
posed by Bethlehem in the Federal Trade Commission case at pages 36—44. 

The chairman has also asked me to provide information concerning the in- 
vestment in fixed assets which Luria or its subsidiaries has in the yards which 
are located on steel mill property. Although we consider the figures for par- 
ticular yards to be confidential trade information, such expenditures range from 
a low of $807,018 in one yard to a high of $1,207,130, and averaged $1,059,101 for 
the six yards at St. Louis, Detroit, Peoria, Seattle, Pueblo and Coatesville. (The 
foregoing figures are based upon the financial statement of Luria and subsidiaries 
as at May 31, 1959, and were supplied to me by the Luria accounting department. ) 


44358—_59——_-6 
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Strate or New York 
County of New York, 88: 

Myron L. Chase, being duly sworn, deposes and says he has read the foregoing 
statement and the facts set forth therein are true and correct to the best of his 
knowledge, information and belief; and, as to the facts set forth therein which 
were supplied to him by others, he believes them to be true. 
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Myron L. CHASE, 
Sworn to before me this 23d day of July, 1959. 
Mark J. MAGED, 
Notary Public. 
Commission expires March 30, 1961. 


SUMMARY OF CERTAIN PROVISIONS OF AGREEMENTS BETWEEN Luri4 Bros. & Co, 
INC., AND CERTAIN STEEL MILLS IN CONNECTION WITH THE INSTALLATION OF 
NEw Scrap YARDS 


The agreements noted below have been entered into with the steel mills for 
the installation of scrap yards on property owned by the steel mills. In all cases, 
unless otherwise specifically noted, the agreements were entered into between the 
steel mill and Lipsett Steel Products, Inc., a wholly owned subsidiary of Luria 
Bros. & Co., Inc. Agreements are noted in order of their respective dates. 


1. AGREEMENT WITH GRANITE CITY STEEL CO., 8ST. LOUIS, DATED NOVEMBER 16, 1956 


The principal purpose of this agreement is expressed in the preamble by the 
parties, as follows: 

“Granite, a manufacturer of steel, produces unprepared scrap as a result of its 
operations. Granite desires Lipsett to equip and operate a scrap yard on 
premises to be leased by Granite to Lipsett so that it may render the service of 
preparing such scrap for Granite. In view of the large investment which will 
be required by Lipsett, Lipsett has agreed to open and operate a scrap yard on 
the understanding that its operation shall not be confined to the preparation of 
scrap arising from Granite’s operations.” 

,Granite leases certain property to Lipsett. 

Lipsett agrees promptly to install on the leased premises a scrap bailing press, 
shears, cranes, tracks, scales, and such other facilities as Lipsett deems necessary. 

The agreement is for a fixed period, with provision for renewal and termination. 

It is agreed that the operations of Lipsett on the leased premises shall be for 
its own account as an independent contractor. 

Granite agrees to deliver to Lipsett for preparation all home scrap which 
Granite does not itself prepare. Lipsett agrees to prepare the material so 
delivered and return it to Granite and is paid a fixed dollar amount per gross 
ton for such services, with provision for escalation in the event Lipsett’s labor 
or material costs increase. 

Lipsett may utilize the leased premises and its equipment for the purpose of 
storing and preparing scrap received by it from sources other than Granite. 
Granite agrees to purchase a minimum amount of such scrap from Lipsett each 
month, and Granite has a right of first refusal as to all other such scrap. Any 
such purchases are at prices to be mutually agreed upon and failing agreement 
reference is made to prices paid by Granite to others at approximately the same 
time. 

Provisions are included for disposition of Lipsett’s equipment on the leased 
premises upon termination of the agreement. 


2. AGREEMENT WITH GREAT LAKES STEEL CORP., DETROIT, DATED JANUARY 31, 1957 


The principal purpose of this agreement is expressed by the parties in a 
letter agreement as follows: “* * * we [Lipsett] wish to confirm our under- 
standing that you [Great Lakes] are accepting the proposal * * * because we 
both believe that our company [Lipsett] can perform the scrap-processing 
operations * * * in a more efficient and economical manner than the same 
could be performed by your company.” 

Great Lakes leases certain property to Lipsett by a separate instrument, dated 
December 1, 1957. 
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Lipsett agrees to install on the leased premises cranes, shears, tracks, and 
other facilities. It is agreed that the existing Luria yard activities at Ecorse, 
Mich., shall be moved to the leased premises. 

a agreement is for a fixed period, with provisions for renewal and termi- 
nation. 

It is agreed that the operations of Lipsett on the leased premises shall be for 
its own account as an independent contractor. 

Great Lakes agrees to deliver to Lipsett for preparation all home scrap which 
Great Lakes does not itself prepare. Lipsett agrees to process such scrap and 
return it to Great Lakes. A formula is set forth to provide for payment by 
Great Lakes to Luria for such services. 

Lipsett may utilize the leased premises and its equipment for the purpose of 
storing and preparing scrap received by it from sources other than Great Lakes. 
Great Lakes has a right of first refusal as to all such scrap. 

Provisions are included for disposition of Lipsett’s equipment upon termina- 
tion of the agreement. 


8. AGREEMENT WITH KEYSTONE STEEL & WIRE CO., PEORIA, DATED APRIL 15, 1957 


The principal purpose of this agreement is expressed in the preamble by the 
parties as follows: 

“Keystone, a manufacturer of steel, utilizes prepared scrap in its operations. 
Keystone desires Lipsett to equip and maintain a scrap yard on premises to be 
leased by Lipsett from Keystone, and to have Lipsett purchase unprepared 
scrap and process the same so that there will be a supply of prepared scrap 
available for Keystone’s purposes. In view of the large investment which will 
be required of Lipsett for the opening of a yard and the maintenance of an 
inventory, Lipsett has agreed to open and operate a scrap yard on the under- 
standing that its operations shall not be confined to processing and supplying 
scrap solely to Keystone.” 

Keystone leses certain property to Lipsett. 

Lipsett agrees to install on the leased premises a scrap-bailing press, shears, 
cranes, and such other facilities as Lipsett deems necessary. 

The agreement is for a fixed period, with provision for renewal and termi- 
nation. 

It is agreed that the operations of Lipsett on the leased premises are for its 
own account as an independent contractor. 

Keystone agrees to purchase each month a minimum amount of the scrap 
prepared by Lipsett on the leased premises, at a price mutually agreed upon by 
the parties at the beginning of each month. In the event the parties cannot 
agree upon a price then reference is made to the prices quoted in Iron Age as a 
standard. The minimum amount which Keystone agrees to purchase assures 
Keystone the right to purchase a substantial proportion of its scrap requirements 
from sources other than Lipsett or Luria. 

Lipsett may utilize the leased premises for preparation and storage of scrap 
for sale to others than Keystone. 


4. AGREEMENT WITH BETHLEHEM PACIFIC COAST STEEL CORP., SEATTLE, DATED 
AUGUST 1, 1958 


The principal purpose of this agreement is expressed in the preamble by the 
parties, as follows: 

“Bethlehem is the owner of certain land described in exhibit A hereto attached 
and desires to use it for the purpose of acquiring, preparing, storing, and shipping 
ferrous scrap suitable for and especially adapted to the scrap requirements of 
Bethlehem’s two 100-ton electric furnaces recently installed in its Seattle, Wash., 
plant. 

“As Bethlehem’s business is predominantly the manufacture and sale of new 
steel products, Bethlehem is not desirous of commencing a specialized scrap 
preparation facility of its own nor does it have the trained personnel to conduct 
such an activity. Bethlehem, therefore, desires to engage Lipsett to operate on 
the above-mentioned land facilities for the receipt, preparation, storage, and 
shipment of such tonnages and grades of scrap as Bethlehem will designate as 
herein provided. 

“Lipsett is the owner of an 880-ton Lindemann hydraulic shear, especially 
designed for the preparation of electric-furnace scrap, suitable for the preparation 
of the grades of electric-furnace scrap required by Bethlehem for its said electri¢ 
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furnaces. Bethlehem desires Lipsett to install, on the above-mentioned property, 
such shear and all other required facilities necessary to conduct properly. and 
economically the above-mentioned activities.” 

Bethlehem leases certain property to Lipsett. 

Lipsett agrees promptly to install on the leased premises an 880-ton shear, and 
such cranes, tracks, scales, and other facilities as Lipsett deems necessary. 

The agreement is for a fixed period, with provisions for renewal and 
termination. 

It is agreed that the operations at Lipsett on the leased premises shall be as an 
independent contractor. 

Bethlehem agrees to deliver to Luria a minimum amount of scrap each month 
for processing. Lipsett agrees to process such material to Bethlehem’s specifica- 
tions and redeliver it to Bethlehem, for which it is paid a fixed dollar amount per 
gross ton, subject to certain adjustment. 

Bethlehem may also require Lipsett on the leased premises (i) to unload, 
store, and reload scrap; (ii) to handle and store new steel products, raw ma- 
terials, equipment, and other material; and (iii) to segregate and store certain 
nonferrous and salvageable material. Certain fees are established for all of the 
aforesaid services. 

Provisions are included for disposition of Lipsett’s equipment on the leased 
premises upon termination of the agreement. 





5. AGREEMENT WITH THE COLORADO FUEL & IRON CORP., PUEBLO, DATED JULY 1, 1958 


This agreement was entered into by Luria Bros. & Co. Inc., and not by Lipsett 
Steel Products, Inc. asin the case of the previous contracts. 

The principal purpose of this agreement is expressed in the preamble by the 
parties as follows: 

“Pueblo Compressed Steel Corp. (hereinafter called Pueblo), a wholly owned 
subsidiary of Luria Bros. & Co., Inc., operates a scrap yard in the vicinity 
of the steel plant of Colorado. Luria has developed a procedure for processing 
serap which in combination with the utilization of a high-powered press, produces 
a hydraulic bundle known as Luria Blox, the specifications of which are as set 
forth on exhibit A hereto attached. It is the desire of Colorado that Luria shall 
undertake to prepare Luria Blox for Colorado in a yard to be leased by Colorado 
to Pueblo, wherein Pueblo may install the necessary equipment and facilities and 
accumulate and process the materials necessary for the preparation of Luria 
Blox. Colorado has simultaneously with the execution of this agreement leased 
to Pueblo premises on which Pueblo shall install the aforesaid equipment and 
facilities.” 

Colorado leases certain property to Pueblo Compressed Steel Corp. and a 
subsidiary of Colorado leases certain trackage. 

Luria agrees to cause Pueblo promptly to install on the leased premises 
such press, cranes, and other facilities as Luria deems necessary in order to 


produce Luria Blox. 
The agreement is for a fixed period, with provisions for renewal and 


termination. 

It is agreed the operations of Luria and Pueblo on the leased premises shall 
be for their own accounts as independent contractors. 

Colorado agrees to purchase each month a minimum amount of Luria Blox 
prepared on the leased premises. The formula for determining this minimum 
amount is designed to assure Colorado the right to purchase a substantial 
proportion of its scrap from sources other than Luria or Pueblo. Any pur- 
chases from Luria are at prices to be mutually agreed upon, with reference to 
an outside standard in the event of failure to agree. 

Provisions are included for disposition of Pueblo’s equipment upon termination 


of the agreement. 
6. AGREEMENT WITH LUKENS STEEL CO., COATESVILLE, PA., DATED JANUARY 5, 1959 


The principal purpose of this agreement is expressed in the preamble by the 
parties as follows: 

“Lukens desires that Lipsett shall with its equipment and personnel, equip 
and operate a scrap yard on property adjacent to Lukens steel plant for the 
purpose of processing Lukens home scrap arising out of Lukens steel finishing 
operations.” 

Lukens leases certain property to Lipsett. 
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Lipsett agrees promptly to install on the leased premises such shears, cranes, 
tractors, and other facilities as Lipsett deems necessary. 

The agreement is for a fixed period, with provision for renewal and 
termination. 

Lukens agrees to deliver to Lipsett all home scrap arising out of Lukens’ 
finishing operations which requires preparation. Lipsett agrees to process the 
scrap in accordance with Lukens’ specifications and redeliver it to Lukens, 
for which service Lipsett is paid a fixed dollar fee per net ton with provision 
for escalation in this fee in the event of an increase in Lipsett’s labor costs. 

Lipsett may utilize the leased premises and its equipment for the purpose 
of storing and preparing scrap received from sources other than Lukens. 

Provisions are included for disposition of Lipsett’s equipment on the leased 
premises upon termination of the agreement. 

Senator Lone. During your term of office as president of ISIS, 
have formal or informal meetings been held between the ISIS and the 
American Iron and Steel Institute ? 

Mr. Cuase. During my term of office as president ? 

Senator Lone. Yes. 

Mr. Cuase. Because I have been an officer for the last 10 years 
and there have been a number of people. Are you referring to a recent 
meeting during which time I was president ? 

Senator Lone. Well, let’s have it both ways. 

Mr. Cuase. To go back to all the meetings that we have had since 
1947 or 1948, I mean I find it hard to catalog those. 

Senator Lona. Yes. Well, now, how long have you been president ? 

Mr. Cuase. I have been president starting in January 1958 and I 
was reelected in 1959 and am serving my last term. 

Senator Lone. During your term as president have such meetings 
been held ? 

Mr. Coase. With members of it ? 

Senator Lone. Of the American Iron and Steel Institute? 

Mr. Cuasr. Yes, there were two meetings. No, one was in Septem- 
ber 1957, before I was president. The only meeting that was held 
with members of the American Iron and Steel Institute during the 
time that I was president of the Institute was in April, April 29, I 
believe, of this year. 

Senator Lone. Was that meeting of a formal nature, or an informal 
meeting ? 

Mr. Cuase. Well, can I tell you something about it? I don’t know 
what you mean by formal or informal. I will give you the circum- 
stances of the meeting. Going back into 1956 and 1957, the scrap 
institute was very much concerned with the technological changes in 
the steel industry, and we felt that a large portion or percentage of the 
success that the steel mills had in their technological changes had come 
through a very active research program that they had. We felt that 
scrap, too, needed a research program, and we employed the Battelle 
Institute to survey the quality of scrap, a possible way of determining 
the Fe content and an exact analysis of materials such as No. 2 bundles 
to find potential new uses of scrap, the question of incineration of 
scrap, and we finished this research program. The steel mills were 
very much interested in this research program on scrap, and although 
nothing was done for about a year, the subject of my ectie address 
at the institute convention in January of this year had to do with 
research. And we discussed there the necessity of a research program. 

We hoped possibly that the mills would be interested in research, 
and, perhaps, even the Government might have an interest. 
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The steel mills themselves were conducting independent tests on 
scrap, and they went to Battelle and asked our permission to use the 
background material for the Battelle report on scrap. We gave them 
that permission and the steel mills went to Battelle, who reported 
to them that inasmuch as this problem of scrap affected not only the 
steel mills but the scrap industry, the only intelligent approach to a 
complete research program was to have the mills and the scrap 
industry together on the program. 

The purpose of the program is to see if there is some way that the 
steel industry can use more scrap. There is a lack of confidence gen- 
erally in the quality of dealer scrap, and we feel that maybe 95 per- 
cent of good honest shippers are being penalized because of the sus- 
picion that steel mills have of, perhaps, only 5 percent of the shippers, 
and they are going to make a study of equipment, the most efficient 
type of scrap preparation equipment. 

They are going to make a study of offgrade materials, the possible 
way of using material that contains copper contaminants and other 
deleterious material. They are going to try to develop a sure-fire 
technique of inspecting a bundle. A bundle is compressed light ma- 
terial and there is always the suspicion on the part. of the steel mill 

urchasing agent and melter as to what is in the middle of that bundle. 
hat is a fact. 

We feel there would be a much larger market for the No. 2 bundle 
if there was some scientific way that the steel mill could ascertain the 
Fe quantity and the real intrinsic value of that product. Battelle 
invited the Institute of Scrap Iron & Steel, Inc., to join in a prelimi- 
nary meeting with the American Iron and Steel Institute to discuss 
this. 

Senator Lone. In other words, if I understand you correctly, these 
people would like to be sure that there is not a sack of cement or 
something hidden in the middle of that bundle. 

Mr. Cuase. You picked a commodity that has been used. Battelle 
invited us to join with the American Iron and Steel Institute. At 
that point we had to decide what kind of a committee to use. Nor- 
mally, for our liaison and research committee or any activities with 
the mills we use the past presidents of the institute. 

There was a feeling, chiefly on my part, that inasmuch as three of 
the past presidents were affiliated with Luria Bros., we should change 
the setup of that committee. We used the president and the first 
vice president and four past presidents, and the so-called coordinator 
of our dealer activities. 

We have a special committee to coordinate all dealer problems. 
We met with the American Iron and Steel Institute at the Hotel 
Biltmore in New York on April 29, where we discussed fully the 
question of the proposed Battelle research program. 

There was a great deal of technological discussion during the 
morning. Just before lunch we got to the problem of who was goin 
to foot the bill.. We felt that we should pay perhaps 30 percent = 
then agreed to 40 percent, and it finally came back to the mills want- 





ing this program to be split on a 50-50 basis. It is my feeling that in 
early July our board will approve this expenditure and we are going 
ahead with the research program. 

There are copies of the research program that you could have. 
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Genishor Lona. Is that the only meeting you have had during this 
time ? 

Mr. Cuase. That is the only meeting that anybody in the institute 
offieially has had or any meeting that I know of. Officially or un- 
officially it is the only meeting I know of. 

Senator Lone. Were there minutes kept of that meeting? 

Mr. Cuase. I don’t know if the steel mill people kept minutes or 
not. The Institute of Scrap Iron & Steel did not. You can ask the 
steel mills who are present, the American Iron & Steel Institute. 

Senator Lone. The mill association and the scrap iron institute, 
are they using the same research organization for industry research # 

Mr. Cuase. We would be conducting a joint research program in 
Battelle Memorial Institute of Columbus which would be doing the 
work. 

Senator Lone. So you would be joining to get this research done 
by a single agency ¢ 

Mr. Cuase. The research program would be a joint endeavor. As 
it was pointed out by Battelle this is the only way to do it because 
they would have to go to scrap yards and get their side of the story 
and then they would have to work with the steel mills, also. 

Senator Lona. In other words, what you are proposing here is a 
cooperative program to provide a better bundle. That is what you 
are after ? 

Mr. Cuass. A better bundle and a bigger market for scrap. 

Senator Lone. I believe you have given me the information I 
wanted about the Japanese mills or at least you are going to give 
us that. What proportion of the latest order of the Japanese mills 
was secured by your company? I think you gave that. 

Mr. Cuase. I said 28 percent. 

Senator Lone. Do you have any working arrangement with Hugo 
Neu ? 

Mr. Cuase. None at all. 

Senator Lone. Do you have any agreement with any steel company 
that would assure you any given share of their outside scrap business? 

Mr. Cuase. No, sir. 

Senator Lone. Senator Schoeppel, do you have any questions? 
That is all I care to ask. 

Senator ScHorrret. Mr. Chase, I was interested in your explana- 
tion of the superyards, how they are established, and the situs of them 
close to the steel mills. You probably know that I come from a sec- 
tion of the country that is not noted for its steel industry. We are 
the users of its end products. Sometimes we have people question 
us as to the prices of the finished article. But in listening to your 
testimony, I am impressed here with what you have said about the 
new technological practices and all their implications in all fields of 
activity. Do you find that more and better foreign ore is coming into 
this country ? 

Mr. Cuase. Do I find more and better ? 

Senator ScHorrret. Yes. For instance, the steel companies have 
interest in South American countries and Canada. Isn’t it a 
fact that more shipments of ore from foreign countries are coming in? 

Mr. Cuase. I am not an expert on the ore situation. I just tell you 
from general information I am sure the statement is true. There has 
been more foreign ore coming in every year. 
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Senator Scuorrren.. Now, is it or isn’t it true that if more and better 
ore comes in, there is less need for scrap? Is that true or not? I 
understand that a certain amount of scrap has to be used in these 
processes. 

Mr. Cuase. If there is more ore available and more ore comes into 
the country, I would say it would follow that there would be more 
ore used in the making of steel and consequently less scrap. 

Senator Scuorret. I was wondering if that had any relationship to 
the decrease in the demand for scrap? I know that we have had what 
has been termed as a recession period here, and, obviously, I know that 
that reduced the demand for scrap as it did for a lot of other commod- 
ities. 

Mr. Cuase. I would be glad to answer that fully. May I just say 
that as a part of my statement there is a little memorandum, I think 
it is called “The Impact of Changing Steel Technology on the Demand 
for Purchased Scrap,” and in very simple terms it explains just about 
what you have been saying. 

The steel mills through their new processes, such as oxygen con- 
verters which are really modernized in a way, modernized Bessemer 
converters where they take over, as a result of the use of oxygen 
require much less scrap than a standard open hearth. Very roughly, 
a standard open hearth we would think of as using 50 to 60 percent 
scrap and 40 to 50 percent hot metal or pig iron. An oxygen converter 
uses 75 percent of iron ore and 25 percent scrap, and of that 25 percent 
scrap, a large portion of that is home scrap that is produced right 
at the facility. 

A blast furnace would normally make 1,500 tons of iron ore or hot 
metal a day. That same furnace, not including any new facility, 
er now, with the use of oxygen and pressure, make 2,000 tons per 

ay. 
he steel mills have found that they can directly charge iron ore 
into open hearths and into electric furnaces. There is a process 
of agglomeration where they take iron ore and make it into little pellets 
and they charge iron ore directly into the furnaces. 

Consequently, in this particular case, they have developed competi- 
tive raw materials for scrap, and, where someone has said that they 
always considered scrap as a necessary and vital raw material for 
steelmaking, scrap is now a potential raw material for steelmaking. 
That is the point that our company and I am trying to make. That 
what has happened to the scrap industry has come as a result of these 
technological changes and they hurt one company as much as they do 
the other. 

The whole industry is suffering from these technological changes, 
and T feel we have to turn to research and have a very close look to the 
future to see how our product is going to be affected. 

Senator Scuorrrren. Now, as a result of all of that, I gather from 
what you have said that, in the operation of your company, you are 
endeavoring to get the best scrap product, the highest quality demanded 
by the steel mills in their overall requirements. 

Mr. Cuase. All right: yes, sir. 

Senator Scnorprer. This is interesting to me and as a member of 
this subcommittee and the full committee it is interesting to have that 
phase of this thing in this record. 
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Now I was interested also in what you had to say about the 
proximity of these yards to the steel plants proper. 

You have explained that. This may not be an analogous situa- 
tion, but in my State of Kansas, which is a wheat State, we are 
storing more wheat now than we ever did. before, and you know the 
reason why. 

Mr. Cuase. We are storing more scrap too. 

Senator Scuorrret. The great milling industry was concentrated 
in a number of sections of my State before we lost them to the Twin 
Cities and over in your New York area. The milling industry 
requires wheat of a certain type, quality, grade, and protein content, 
and a certain lack of moisture content. Frequently on the railroad 
rights-of-way or adjacent thereto or in the vicinty of the mills which 
had railroad trackage facilities, terminal elevators were established, 
From grain supplies in the hinterland and from a lot of elevators 
and small storage concerns out over the State, we frequently heard: 
“Well, the terminal elevators adjacent to the big mills are cutting out 
and injuring the small-line elevators that could supply the milling 
trade.” 

But we found out that the fellows out in the hinterland looked 
carefully at the quality and grade, and they developed a reputation 
for having good quality wheat. The millers wanted to know what 
was in the middle and ends of the cars of wheat, just as the steel mill 
people wanted to know what was in the bundles of scrap. Despite the 
handicaps of location, the wheat suppliers in the hinterland were 
able to attain a preferential position if they developed a reputation 
for good quality. Now I don’t know a thing about your scrap busi- 
ness, believe me when I tell you that, but I presume, there is an 
analogy to that same situation. 

Mr. Cuase. A very good analogy. 

Senator Scuorpret. And those that follow the accredited method, 
technological and otherwise, it would seem to me, would get a better 
market factor in their favor. 

Am I right on that, or wrong? 

Mr. Cuase. You are absolutely right. I just would like to say 
this; that I don’t think Luria Bros. should take any credit for having 
discovered the advantage of having a yard as close as you could to the 
mill, assuming you have a business at all near a consuming center. 

And there are a number of other yard operators and brokers who 
have facilities right inside the mill. This is not a new discovery 
of Luria Bros. 

As far as the yards are concerned, I might also say that it has 
appeared all through the testimony that brokers, after they have had 
direct connections with the mills, then put in yards. That is not the 
case. 

In every instance that I know of, a broker usually started as a dealer 
and supplied scrap, prepared scrap in his yard and then became a 
broker, which incidentally is also the case of Luria Bros. 

Luria Bros. started out as yard dealers, and this term of “broker,” 
which really means in the scrap industry “a supplier to a steel mill or a 
foundry,” was applied to Luria as well as to many other companies 
comparable to Luria. 
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Senator Scuorrren. Senator Long has asked a number of questions 
that I wanted to ask and for information which you will supply for 
the record. I will be interested in going over it when it comes in. 
Senator, that is all I have. 

Senator Lone. Senator Javits. 

Senator Javrrs. I have, unhappily, had four committee meetings 
this morning, including this one, so I have missed some of the pro- 
ceedings here. But I did want to ask just two questions, if they 
haven’t been asked before. One is: What trade association programs 
are carried on by your institute? 

Mr. Cuase. What trade association programs? 

Senator Javrrs. Are carried on by your institute? 

Mr. Cuase. I covered that. We have a yard dealers’ committee 
where we are interested in the problems of maintenance of equipment, 
new equipment, yard layouts. 

We have a yard engineering committee which discusses the best 
way to install a new yard. 

We have a fair trade practices committee which attempts to disci- 
pline, within the institute and according to the regulations, people 
who deliberately, not negligently, but deliberately ship bad material. 

If we have the report from a steel mill that a bundle has arrived 
with cement or with any other material that we feel, after an inspec- 
tion by our own group, has been deliberate, then we call on this man, 
and, of course, ultimately, if it is an offense and he has been warned, 
we can expel him from our membership. 

Senator Lone. Might I interrupt to ask if the term “fair trade 
practices” you used has the same meaning as the term “fair trade” 
‘usually means around the Congress, and that is “to fix prices”? 

Mr. Cuass. No,sir. The fair trade practice only regulates quality, 
trying to maintain a certain standard among our institute members. 

Senator Lone. You know there is a division of opinion on this 
committee about the fair trade law. I just wanted to make sure that 
you were not referring to that. 

Mr. Cuase. No; this is a different situation. 

Senator Lone. I happen to be one who believes if a fellow thinks 
he can make a profit selling you something cheaper, he ought to be 
permitted to do so, but we have a difference of opinion on that. 

Mr. Cuasz. We have a foreign trade committee which takes care 
of all matters on foreign trade. 

We have a national sales committee which takes care of matters 
in Washington and keeps us informed of legislation that might affect 
our interests. 

We have a public relations committee which produces a movie 
telling the story of scrap. We try to sell our people and our industry 
to the public at large. 

We have a transportation committee. There is always a difference 
of opinion between the railroads and the scrap dealers as to what the 
tariff charge should be on the transportation of scrap. 

We normally think it should be lower than they think it should be 
= we have been successful in lowering the freight rates in a number 
of areas. 

We have a subcommittee on cost accounting where we discuss cost 
accounting procedures. 
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We have a subcommittee on incinerators where we are trying to see 
what we can do about air pollution by smoke, and find better ways of 
getting rid of the smoke nuisance problem. wf Sal 

We have asubcommittee on safety. We are interested in saving lives 
where we can. We have quite a few things, I see here. 

We have a committee on conventions. We have an annual con- 
vention we hold somewhere, and we have a committee to handle that. 

Senator Lone. Where did you hold it the last time? 

Mr. Cuase. New York City. ' 

Senator Lone. Have you ever tried it down at Greenbrier ? 

Mr. Cuasz. That is not big enough for our convention. We tried 
New Orleans, but they couldn’t handle us. And now our biggest 
project is the research program. 

Senator Javits. Didn’t I address one of your conventions on one 


occasion ¢ 


Mr. Cuase. You addressed a three-chapter convention, New Jersey, 
New York, and Connecticut. 

Senator Javits. Some time ago. 

Mr. Cuase. In New York. It was just a month or two after I was 
elected president. 

Senator Javrrs. Now this fair trade practice matter you speak of, 
the institute sets fair trade practices? 

Mr. Cuase. We have a fair trade practice code. We have a code. 

Senator Javirs. Will you submit that to the committee? 

Mr. Cuase. Certainly.* 

Senator Javrrs. And is that code one authorized or under the aus- 
pices of the Federal Trade Commission or any other governmental 
agency ¢ 

Mr. Cuase. Yes; under the Federal Trade Commission. 

Senator Javirs. It was developed under the Federal Trade Commis- 
sion. Have you made any complaints to the Federal Trade Com- 
mission under it? 

Mr. Cuase. No; we haven't. 

Senator Javits. Now, how else do you get information to your 
members? Do you issue a monthly bulletin or special bulletin ? 

Mr. Cuaser. We issue what we call—I never did like the term—a 
— letter. It comes out from Washington, not on a regular basis 

ut as often as our executive vice president thinks is necessary. It 
publishes Government statistics. There is a lost-and-found depart- 
ment in there, an employment section; it is a good letter. It is a 
general news and information letter to the industry. 

Senator Javrrs. What else do you publish industrywide? 

Mr. Cuasr. We publish the Institute of Scrap Iron & Steel Year- 
book, which has just come off the press. It has statistics, a list of 
officers, specifications for scrap. It shows how much scrap was 
loaded by what railroads. It shows all the Government statistics 
that are available, 

We have a little story on the importance of scrap. 

Senator Javrrs. What else do you publish? 

Mr. Cuase. Officially we publish the minutes of our board meetings. 

Senator Javrrs. Which are distributed generally ? 


2 Retained in committee files. 
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Mr. Cuase. No; they are distributed to the directors. 

Senator Javrrs. Anything else? 

Mr. Cuase. As an institute, no. In the last 3 or 4 years Mr. Bar- 
ringer, our executive vice president, has written several articles and, 
I think, one book on scrap. 

I think I should mention one other thing. We have what we call 
a Seminar on scrap where we take young people or older people who 
want to learn more about the scrap industry, and we have a 1-week 
course at some university. We publish those proceedings. 

Senator Javrrs. Other than that, the business of the association is 
done at meetings? 

Mr. Cuasr. At chapter meetings and at board meetings. 

Senator Javirs. Will you submit the last annual book, or what- 
ever you call that, and that last fair sample of your yellow letter, say 
three, four, five or six, whatever you think would be a fair sample, 
and the minutes of the last meetings of your board within your own 
tenure, since you have been president ? ? 

Mr. Cuase. Fine. 

Senator Scuorrret. Senator Javits, do we want to make that a 
part of the record ? 

Senator Javirs. No, because otherwise it will make our record too 
bulky. I just want the committee’s staff to have a chance to have a 
look at it, if they haven’t already. 

I just had one other question to ask you. 

Did anybody here ask you about how Luria Bros. came to be? 
What are its origins? Where does it come from ? 

Mr. Cuase. That is fully in the FTC brief. I haven’t been with 
the company as long as some of the others. 

Senator Javrrs. Would you submit a copy of the FTC brief to us? 

Mr. Cuase. Yes." 

Senator Javirs. Again, not as part of the record, but just for the 
information of the staff, and that will give us the history. 

Mr. Cuase. I know generally where it started, but if you want 
specific information 

Senator Javrrs. You have been asked what proportion of the aggre- 
gate business done by this industry is done by Luria Bros. 

Mr. Cuase. Yes, and I can repeat that for you. 

Senator Javits. That isall. 

Senator Scnorrren. Ladies and gentlemen, and all those interested 
in these hearings, it is now 1 o’clock. Chairman Long has requested 
that this meeting be recessed until 2:30. Mr. Chase, he has asked that 
you return for further questioning on the part of the members of the 
staff here. With that understanding, we shall recess until 2:30 in 
this room. 

(Whereupon, at 1 p.m., the committee recessed, to reconvene at 2:30 
p.m. the same day. 





AFTERNOON SESSION 


Senator Morse. (presiding). The hearing will come to order. 

I have just been advised that Senator Long will be here in about 
5 minutes, but he has asked that I call the hearing to order so that 
we may proceed with some questions by the committee staff. 


1 Retained in committee files. 
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I wish you would add two questions to the list, Mr. Gordon, at the 
appropriate time when you have a witness for Luria: first, whether 
or not Luria & Co. has any agreement, express or implied, with Bethle- 
hem for the purchase of their scrap, and, second whether or not 
Bethlehem follows a discriminatory policy of favoritism to Luria 
respecting the purchase of Luria scrap. 

I don’t care whether it is by memorandum or whether is is by oral 
testimony, but I would like to have it in the record before the hearing 
closes. 

Who is the first witness ¢ 

Mr. Gorvon. We had Mr. Chase on. 

Senator Morse. You may proceed at the outset with the two ques- 
tions [havestated. I will repeat them. 

First, I would like to have the record show whether or not your 
company has any agreement, express or implied, with Bethlehem Steel 
for the purchase of your scrap—which leads to the second facet of the 
question, whether or not you have knowledge that any purchase 
arrangement that may exist between your company and Bethlehem 
amounts, in fact, to favoritism for your company over so-called open 
market of scrap dealers. 


STATEMENT OF MYRON L. CHASE—Resumed 


Mr. Cuase. Well, the answer to the question, to my knowledge, is 
“No,” but I would like to submit a statement on that. 

Senator Morse. You will submit a statement. 

Let the record show that the witness is given permission to submit 
to the committee a memorandum that deals with the question and the 
obvious implications of the question. 


(The information requested was subsequently received, and 
follows:) 


AGREEMENT BETWEEN LurRiA Bros. & Co., INC., AND BETHLEHEM STEEL Co. 


Senator Morse has requested me to submit a statement in answer to the fol- 
lowing question: “First, I would like to have the record show whether or not your 
company has any agreement, express or implied, with Bethlehem Steel for the 
purchase of your scarp, which leads to the second facet of the question, whether 
or not you have knowledge that any purchase arrangement that may exist be- 
tween your company and Bethlehem amounts, in fact, to favoritism for your 
company over so-called open market of scrap dealers.” (Tr. 159-160.) 

In answer to the first facet of Senator Morse’s question, I am advised that 
neither Luria nor any of its subsidiaries has any agreement with Bethlehem 
Steel Co. or any of its subsidiaries, except for the agreement relating to the Los 
Angeles yard referred to in my “Supplemental Statement Concerning Agreements 
Between Luria Bros. & Co. Inc. and Certain Steel Mills in Connection With the 
Installation of New Scrap Yards,” and the agreement relating to the Seattle 
yard which is summarized in the “Summary of Certain Provisions of Agreements 
Between Luria Bros. & Co. Inc. and Various Steel Mills in Connection With the 
Installation of New Scrap Yards,’ which was prepared by counsel for Luria 
and submitted to the subcommittee. I have not considered contracts made from 
time to time by the acceptance by Luria of purchase orders for specified quanti- 
ties of scrap to be “agreements” for the purpose of this answer. 

The second facet of Senator Morse’s question is whether I know of any pur- 
chase arrangement that amounts to favoritism for Luria by Bethlehem. I 
know of no such arrangement. I am advised that the fact that no arrangement 
or favoritism exists toward Luria is emphasized in the findings of fact proposed 
by Bethlehem before the Federal Trade Commission in In the matter of Luria 
Brothers, et al. on the basis of sworn testimony and exhibits in the record before 
the Federal Trade Commission. 
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Bethlehem’s proposed findings of fact (pp. 17-18) includes the following 
statement on this point: [In the following quotation the abbreviation “BPC” 
denotes Bethlehem Pacific Coast Steel Corp.; “RX” denotes a respondent’s exhi- 
bit in the FTC case; “‘Tr.’”’ denotes the transcript of sworn testimony in the FTC 
case. Emphasis h2s been supplied.) 

“That Bethlehem and BPC have no commitments to purchase from Luria— 
and that, indeed, Luria is only a marginal supplier to both companies—is dramat- 
ically evidenced by the sharp curtailing of Bethlehem and BPC orders to Luria 
at those times when their rates of production (and, consequently, their scrap re- 
quirements) decline. As the first to be dismissed as a supplier, a decline in the 
rate of steel production results in a sharper decline in the proportion of pur- 
chases furnished by Luria than in the proportion of purchases furnished by any 
other supplier. Tr., 1742, 13366-13368. For instance, in 1957 and the first two 
months of 1958, Bethlehem’s purchases from Luria were at a high in the second 
quarter of 1957, totaling 395,453 gross tons and 52.7 percent of all purchases. 
Upon the decline in steel production which began in the latter part of 1957, pur- 
chases from Luria dropped in February, 1958 to 4,730 gross tons and 9.9 percent 
of all purchases. In the same period, Bethlehem’s purchases from Southwest at- 
tained a height of 56,549 gross tons and 7.7 percent of all purchases in the first 
quarter of 1957, and, by February, 1958, had dropped to 529 gross tons and 1.1 
percent of all purchases. RX 90. In the case of BPC, during the same period 
of time, its purchases from Luria (except for delivery to the Los Angeles plant) 
were at a high of 65,417 gross tons and 59.5 percent of all purchases in the second 
quarter of 1957 and, by February, 1958, had dropped to 2,785 gross tons and 34 
percent of all purchases. RX 91.” 





Srate or New York, 
County of New York, 8s: 

Myron L. Chase, being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 

Myron L. CHASE. 


Sworn to before me this 23d day of July 1959. 
Mark J. Macep, Notary Public. 


Commission expires March 30, 1961. 


Senator Morse. Mr. Counsel, you may proceed. 
Mr. Ansberry, do you have any questions ? 
Mr. Ansserry. Not at this time, Mr. Chairman. 
Mr. Gorpon. I would like to roam all over the place, and ask ques- 
tions about various and sundry subjects. 
First of all, how many past presidents of the ISIS have been Luria 
people, 1952 through 1959 ? 
Mr. Cuasz. Three, 
Mr. Gorpon. Three out of how many? 
Mr. Cuase. Three out of three. 
Mr. Gorpon. Three out of three. 
How many presidents have there been since 1952, and of those how 
many were Luria people ? 
Mr. Cuase. Since 1952? 
Mr. Gorpvon. Since 1952—all right, make it, then, for the past 10 
ears. 
: Mr. Cuase. Three out of four. 
Mr. Gorvon. Three out of four have been Luria people? 
Mr. Cuase. Correct. If you are asking me 10 years, it is 3 out of 5. 
Mr. Gorvon. Three out of five? 
Mr. Cuasz. Right; in the last 10 years. 
Mr. Gorvon. All right, we will say the last 10 years, 3 out of 5. 
A short while ago the Senator asked you if you had any relationship 


with Hugo Neu. 
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Now, as I understand it, there was some cooperation in the buying 
of a ship called the Enterprise. Would you elaborate on this? Was 
this oe independent, did you buy it with Neu, or how did it 
work ? 

Mr. Cuase. We bought it with Neu. I don’t know the details, It 
was bought with the Lipsett Co., which was a subsidiary of Luria, 
and Hugo Neu, I don’t know whether the bid was put in jointly. It 
was public information that Hugo Neu, Luria, i.e. Lipsett, bought 
the ship. 

Mr. ya Then there is some relationship ? 

Mr. Cnase. There is no relationship between the two companies. 
I think that was the question asked. In this particular business it is 
not unusual for two companies to get together, in demolition, demo- 
lition in railroads and industrial plants. It is quite normal to-have 
two or three or four dealers-to have a joint yenture, it is a normal 
arrangement, but there is no connection at all between the two 
companies. 

Mr. Gorpon. I see. But you do work together now and again; is 
that correct ? 

Mr. Cuase. On occasion, as we might with anybody else. 

Mr. Gorpon. You just mentioned the Lipsett Co. Where are they 
located ¢ 

Mr. Cuase. Lipsett’s main office, Lipsett, Inc., main office is in New 
York City. 

Mr. Gorpon. Where do they have their yards? 

Mr. Cuase. It does not have any yard; Lipsett, Inc., does not. have 
any yards; it isa demolition company. 

Mr. Gorpon. Was this at one time an independent company, or did 
you acquire it ? 

Mr. Cuass. I am not sure of the arrangements, whether the com- 
pany was bought out or liquidated and then whether Mr. Lipsett 
joined Luria; I am not acquainted with it. Whatever happened, 
occurred long before I joined Luria, but the fact is that was a company 
in Jamestown, a rather small company. Mr. Morris Lipsett was the 
head of it, and his company—he now, Mr. Lipsett now works for 
Luria Bros., and there is no other Lipsett Co. I don’t know how it 
was done. 

Mr. Gorvon. When did you yourself join the Luria Co. ? 

Mr. Cuase. Just 3 years ago. 

Mr. Gorvon. Three yearsago. Isee. 

How about this Western Steel Co. that you mentioned in previous 
testimony? Do you have any—is there any relationship between Luria 
Bros. and Western Steel? Is the correct name Western Steel ? 

Mr. Cuassg. Western Steel International. 

Mr. Gorvon. Western Steel International ? 

Mr. Cuase. Western Steel International. 

Mr. Gorvon. Is there any relationship, that is, stock, directorship ? 

Mr. Cuass. There is no relationship between the two companies. 

Mr. Gorvon. No relationship at all between the two companies? 

Mr. Cuase. That is right. 

Mr. Gorpon. Have you purchased any yards at all since 1950, that 
is, in the past 9 or 10 years? 

Mr. Cuase. In 1956 we bought the yard, not the company, of the 
Max Schlossberg Co. in Chicago. 
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Mr. Gorvon. You bought the assets ?- 

Mr. Cuasz. That is correct, I believe. 

Mr. Gorpon. What would be the difference between buying the 
assets and buying the company ? 

Mr. Cuase. They had other assets than the yard—I am not sure of 
the legal details, how this was done. I simply know we didn’t take 
over the Max Schlossberg Co., but we did buy the yard from them. 
I could get you a written statement if you want more information on 
just how it was done. I wasn’t personally involved in that, and I 
don’t know the legal technicalities of the contract. 

Mr. Gorpon. Senator Long asked you previously how many com- 
panies you acquired in the dev elopment of. the company to its present 

wth. 

Mr. Cuase. Right. 

Mr. Gorvon. Did you mention this at all at that time ? 

Mr. Cuase. I didn’t consider this as aequiring of a company. I 
said the last one that was acquired I thought was in 1949, and I didn’t 
eonsider the Max Schlossberg as acquiring a company. 

Mr. Gorpon. Well, in that case, let us change the meaning of the 
term “acquire” to include the assets of companies as well as the name 
of companies? 

Now, if that question were rephrased to include this, how would you 
answer it ? 

Mr. Cuase. Then I would have said that there had been one since 
1949, and that was the Max Schlossberg Co. in Chicago, and I think 
in my original-answer I did mention'that there was a small company in 
Canada, in Hamilton, Lax Bros. 

Mr. Gorvon. Do you have any working agreement with Western 
Steel International ? 

Mr. CuAse. We have a working agreement and a joint-venture 
arrangement on European business. They operate in Europe in the 
sales of scrap, and we operate in this country. There is no connection 
between the two companies, but we do have a working arrangement 
from time to time. 

Mr. Gorvon. Is it a written agreement or an oral agreement ? 

Mr. Case. There is no written agreement. 

Mr. Gorpon. Did you hear of the Forcheimer Co. in St. Louis? 

Mr. Cuasez. I only know the name. I have heard of it, but I know 
nothing about it. 

Mr. Gorpon. Was this acquired by the Luria Co.? 

Mr. Cuase. I can’t answer that except for what I have read in the 
Federal Trade Commission brief. I am not familiar with it. I 
know it is completely documented there, but I am not really familiar 
with the details of the Forcheimer Co. I know there were individ- 
pa, but I don’t know anything else about that except what is in the 

rie 

Mr. Gorvon. Could you get us the information for the record? 

Mr. Cuase. I could get it for you. 

Mr. Gorvon. Fine. 

Senator Morse. You want to know whether or not Luria purchased 
the Forcheimer Co. in St. Louis? 

Mr. Gorpon. That is right. Whether it is an acquired company. 
It is not included in Mr. Chase’s testimony. 
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Senator Morsz. What is the name of the company? 

Mr. Gorpon. Forcheimer Co. 

Mr. Cuasg. I know what the name is, and I will check that for you. 

Mr. Gorpvon. In St. Louis. 

Senator Morsr. Let the record show the witness will supply the 
committee with a memorandum setting forth the relationship—i.e., the 
business relationships—that. existed between the Forcheimer Co. and 
the Luria Co., and the details in regard to any acquisition on the-part 
of the Luria Co. of the Forcheimer Co. 

(The information requested was subsequently received and is as 
follows :) 

JAcK R. Forcuermer & Son Co. 


During the course of my testimony, I was asked whether or not Luria 
Bros. & Co., Inc., purchased the Jack R. Forcheimer & Son Co, in St. Louis, Mo., 
and I replied that although I had heard of the Forcheimer Co., I had no per- 
sonal knowledge of it, except what I had read in the briefs presented before 
the Federal Trade Commission in Jn the Matter of Luria Brothers & Co., et al. 
In this connection it should be noted that the Forcheimer Co. terminated its 
business in 1950, several years prior to the time I was first employed by Luria. 

Senator Morse granted me permission to submit “a memorandum setting 
forth the relationship—the business relationships that existed between the For- 
cheimer Co. and the Luria Co., and the details in regard to any acquisition on 
the part of the Luria Co. of the Forcheimer Co.” (Tr. 167). 

This matter was covered in sworn testimony of Mr. Charles M. Forcheimer, 
which appears in the record of the Federal Trade Commission case. Inasmuch 
as I did not participate in and have no direct knowledge concerning this matter, 
my statement below is based upon my understanding of such sworn testimony 
which I have read. I respectfully refer the committee to the record in the 
Federal Trade Commission case (Tr. 6771-6788; 6796-6798; 6800-6802) and 
my statement is qualified by such reference. 

I have been advised that the testimony of Mr. Charles Forcheimer is to the 
following effect: Luria did not purchase or otherwise acquire the stock or 
assets of Jack R. Forcheimer & Son Co. or merge with that company; Luria 
purchased no property from the Forcheimers; it paid nothing to the Forcheimers 
except wages; it paid nothing to the Forcheimer Co.; it did not take over the 
business of the Forcheimer Co. with the principal customer to whom the 
Forcheimers sold scrap; it did not eliminate a substantial competitor. After 
Mr. Charles Forcheimer decided that he would have greater future opportuni- 
ties working for Luria than he would have if he continued in his own small 
family business with his father, he sought employment with Luria and was 
hired without any contract. His father then decided to seek employment with 
Luria and was also employed without any contract. The Forcheimers there- 
upon terminated their business and came to work for Luria. 

I believe that a summary of the testimony of Mr. Charles Forcheimer may be 
helpful to the subcommittee in connection with this matter inasmuch as the 
full record is lengthy. Because I do not feel that I am qualified to summarize 
and interpret testimony in a legal proceeding, I have instructed our counsel to 
prepare a summary of the pertinent testimony concerning this matter. Such 
®& suinmary is presented herewith for the convenience of the subcommittee, and 
I respectfully refer the subcommittee thereto and to the full text of the testi- 
mony itself (FTO Tr. 6771-6788; 6796-6798 ; 6800-6802) and request that my 
statement and the summary be qualified by such references. 


State or New York, 
County of New York, ss: 

Myron IL. Chase, being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information, and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 

Myron L. CHASE. 

Sworn to before me this 23d day of July 1959. 

MarK J. MAGED, Notary Public. 


44358—59——-7 
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SUMMARY OF TESTIMONY OF CHARLES M. ForcHEIMER BEFORE THE FEDERAL 
TRADE COMMISSION CONCERNING THE EMPLOYMENT OF HIMSELF AND His 
FaTHER BY Luria Bros. & Co., Inc. 
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In about June 1950 the Forcheimer Co. was engaged in a relatively small 
business as a scrap broker in St. Louis, Mo. The operations of the company 
were being conducted solely by Mr. Jack R. Forcheimer, a gentleman 69 years of 
age; his son, Charles M.; a stenographer; and a bookkeeper. Mr. Charles 
Forcheimer testified that the company at that time had no scrap yard, no real 
estate, no salable goodwill, customer lists or accounts, and owned only office 
equipment and furniture (Tr. 6775-6779 ; 6784 ; 6796). 

Mr. Charles Forcheimer testified that, knowing that Luria was seeking addi- 
tional personnel in St. Louis (Tr. 6797), he concluded that “it would be more 
a personal gain for myself to be with Luria Bros. than continue our company” 
(Tr. 6784) and “I just thought that my future was better with Luria Bros.” 
(Tr. 6796; also 6783-6784). The testimony is that Mr. Charles Forcheimer 
“took the initiative” and approached Luria seeking employment. His answer to 
a question by the hearing examiner makes this point clear: 

“Question. You took the initiative and came to see him [i.e., Luria]? 

“Answer. Yes, sir” (Tr. 6797). 
oan Jack Forcheimer then decided also to seek employment with Luria (Tr. 

). 

Both Forcheimers were then hired by Luria, and thereupon closed their busi- 
ness (Tr. 6783) and came to work for Luria in the summer of 1950 (Tr. 6773). 
Mr. Charles Forcheimer testified that neither received contracts of employment 
with Luria for a specific or minimum period of time, and that they worked 
“only on a month-to-month basis.” 

There was no agreement that they would not reenter the scrap business (Tr. 
6785-6). 

The testimony also makes it clear that the Forcheimer Co. was not in any 
substantial competition with Luria at the time it decided to go out of business. 
The answer by Mr. Charles Forcheimer to a question by Government counsel 
settles the point: 

“Question. Was Luria Bros. one of your competitors? 

“Answer. Very slightly” (Tr. 6783). 

It is also significant to note that although Mr. Charles Forcheimer testified 
that “Laclede Steel Co. was the principal customer” of the Forcheimer Co. (Tr. 
6780), Luria did not hire the Forcheimers on condition or with the promise 
that they could get the business of Laclede Steel for Luria (Tr. 6797). In 
fact, Mr. Forcheimer testified that after he and his father came to work for 
Luria, Luria sold practically no scrap to Laclede: “We did not sell Laclede 
any more scrap * * * practically none” (Tr. 6787). 

Mr. Gorpon. Can you tell me something further about the Western 
Steel International Co.? Is it a brokerage firm, or is it demoli- 
tion firm ? y : ; 

Mr. Cuase. I don’t think they can be categorized like that. They 
deal in scrap and metal, I believe, and I am not familiar with all their 
operations. I know they have done some demolition. They do busi- 
ness all over the world, and—— 

Mr. Gorpvon. Do you sell scrap to Western Steel ? 

Mr. Cuase. Occasionally we have; not regularly. 

Mr. Gorvon. Not with regularity ? 

Mr. Cuase. No; that is right. 

Mr. Gorvon. I see. You wouldn’t know, I suppose, the percentage 
of scrap that goes to Western Steel from your company, would you? 

Mr. Cuase. No. It would be a very insignificant percentage. 

Senator Morse. Does counsel want for the record a memorandum 
setting forth some facts in regard to the quantity of scrap that Luria 
sells to Western ? 
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Mr. Gorpon. Yes, sir. 

Senator Morse. The witness—— ‘ 

Mr. Case. It is something like 2 to 5 percent, but I can’t give you 
the exact ; 

Senator Morse. The witness will supplement his testimony with a 
memorandum filed with the committee setting forth the details as to 
the quantity of scrap, over what period of time, Mr. Counsel ? 

Mr. Gorpon. Say, 1955 through 1958. ; 

Senator Morse. Over the period of time 1955 to 1958 that Luria has 
sold to Western Steel International ? 

Mr. Case. Yes, sir. 

(The information requested was subsequently received, and 
follows :) 





RELATIONSHIP BETWEEN LuRIA Bros, & Co., INC., AND WESTERN STEEL 
INTERNATIONAL CORP. 


Senator Morse has requested me to supplement my testimony by a written 
statement setting forth the extent of sales by Luria Brothers & Co., Inc., to 
Western Steel International Corp., during the years 1955 through 1958 (tr. 
168-169). 

In my testimony I indicated that I did not have in my memory detailed figures 
covering any such sales but I estimated that such sales were very small. 

Since the time of the hearing I have caused the books of Luria to be checked 
by the Luria staff to determine the extent of such sales. I am advised that dur- 
ing the years 1955 through 1958 Luria sold no scrap to Western Steel, but that 


the two companies acted together as joint venturers in the purchase and sale 
of scrap for export. 


In this connection it is to be noted that I pointed out at several points in my 
testimony that Luria had from time to time entered into joint ventures with 
Western Steel (tr. 123-124; 182; 217). In 1959 Luria sold one cargo of scrap 
to Western Steel for export in connection with a transaction in which Luria was 
not a joint venturer. It was this 1959 sale which I had in mind when I mén- 
tioned a small percentage in my testimony. 


STaTeE or NEw York 
County of New York, ss: 


Myron L. Chase, being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information and belief; and as to the facts set forth 
therein which were supplied to him by others, he believes them tobe true. 


Myron L, CHASE. 
Sworn to before me this 23d day of July 1959. 


Mark J. MAGED, Notary Public. 

Mr. Gorpon. Do you have any employees who are connected in 
any way with the Granite Steel Co. ? 

Mr. Cuasr. I don’t know; I am not sure, but I don’t know of any; 
no. 
Mr. Gorvon. If you don’t mind, I would like to go back to the 
House hearings for Just a few moments. 

On page 65 of the House hearings, a Mr. Newirth—I doubt that 
he is here—testified that he offered the OCCF serap at-approximately 
$30,000 per cargo below the Luria terms. In other words, the ac- 
ceptance of his offer would have given OCCF a benefit of about $6 
million a year on the total requirements they had during each year. 

In addition, the same witness testified that your company was 

etting a commission of $1.25 per ton which no one else was getting, 
ou were getting other fees. nia also was shipping steamers with 
8,200 tons instead of 9,000 tons, meaning the dead freight amounted 








96 


in some cases to $20,000 per cargo, an additional cost to the OCCF, 
and your company.also sold scrap to Japan on special terms which 
enabled your company to avoid market risks, whereas others had to 
make sales on a fixed-price basis, thus running the risk of market 
fluctuations, 

You will find this on pages 107 and 108 of the House hearings. 

And yet, in spite of all these disadvantages to your customers, you 
managed to secure a very substantial amount of business; in fact, an 
exclusive with the OCCF. 

What unusual advantages did your company offer to get this 
business ? “ 

Mr. Cuase. Well, at one period—and here again I would like to 
substantiate this with the exact dates—Luria Bros., Schiavone- 
Bonomo, and Western Steel 

Senator Morse. That request will be granted. 

Mr. Cuasr. Thank you, Senator. (continuing): We appointed 
as buying agents in this country; there was a time when scrap was 
in very short supply for the European governments who were oper- 
ating as the European Coal and Steel Communities. 

Mr. Gorvon. Who appointed them ? 

Mr. Cuase. The OCCF, which was the buying agency for the 
European Coal and Steel Community, and they were given an agency 
to’ buy scrap for the European Coal and Steel Community in the 
United States. 

Mr. Gorvon. Was this done on a competitive basis? 

Mr. Cuase. This was negotiated, because they felt these three 
companies through their knowledge, through their ability, through 
their loading facilities, through their experience, were best qualified 
to supply the quality and the tonnage of scrap that was required. 

At the beginning of your question you mentioned Mr. Newirth. I 
might say that I am familiar with that statement. The OCCF 
officials denied that such an offer had ever been made, and immediately 
after the Patman hearings the OCCF put out on public tender, they 
opened the tender at Luxembourg in the presence of the high authority, 
with a representative of the U.S. State Department present, and asked 
bids from all the suppliers. 

Mr. Newirth’s company, Associated Metals & Minerals, was one of 
the bidders, and I think they were either fourth or fifth, and con- 
siderably higher than not only Luria Bros. but other suppliers. 

Mr. Gorvon. Was this subsequent to the statement ? 

Mr. Cuase. This was after he made the statement. 

Mr. Gorvon. After he made the statement. 

Mr. Cuase. After the Patman hearings, there were official bids. In 
fact, there were at least three. 

a Gorpon. Mr. Newirth is referring to something that existed 
ore. 

Mr. Cuasr. Yes. In answering your question I am simply pointin 
out that I know the statement was made that he could save tharh cites 
but, when a very fine opportunity came to do that, it was found that 
he was not offering to save them any money, but was, in fact, charging 
them more than the competitors. 
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1 See app. II-C, p. 168. 
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Mr. Gorvon. Well, what unusual advantages did your company 
offer ; that is, all these seem to be disadvantages, especially with respect 
to this particular situation. Mr. Newirth said that he was lower in 
price than your company. You say that Mr. Newirth was higher in 
price later on, but we are discussing now what happened prior to these 
particular hearings. 

Mr. Cuase. Well, to answer your question, Mr. Gordon, I would 
have to say all these disadvantages are allegations made by a compet- 
itor, so, I don’t know whether we can call them disadvantages, but to 
discuss the “disadvantages,” in quotation marks, and now come to the 
advantages, I think it should be fairly clear from the discussion we 
had on the buying and selling of scrap that when you are talking about 
a substantial tonnage, and there were several million tons a year, you 
need a company that first of all has the people to go out and buy the 
scrap; has the confidence of the scrap industry so the scrap industry is 
willing to sell them; has the financial ability of handling the business, 
knows where the scrap is, knows where the proper grading is; is willing 
to take the responsibility to see that quality scrap is delivered ; has the 
facility and the know-how to arrange for the loading of the ships. 

Shipping scrap from any one of the ports in the United States to a 
foreign country 1s a fairly complicated procedure. You have to have 
the material inspected, you have to have it arrive in time, you have 
to have it coordinated so that your railroad cars arrive at the dock at 
the proper time, that you have people there to handle it so you load 
within the specified time, that you are chartering the ships most 
advantageously. 

There are a whole host of areas, and it takes a company that has had 
the experience and knows what it is doing to handle that, and I wasn’t 
in on the original negotiations, but we are talking about five or six 
European countries. They had steel industries certainly as early as 
the United States did. They made steel, they buy scrap, and I can 
only say that I would assume that they had some very serious meetings 
and decided how it would be to their best advantage to buy this scrap 
from the United States, and they decided to turn them over to those 
three companies on a cost-plus arrangement audited by one of the 
Nation’s largest accounting firms, and that is the way the scrap was 
bought with the approval of the high authority, and so far as I know 
the U.S. Government. 

Mr. Gorpon. Do you have any questions, Mr. Ansberry ? 

Mr. Ansperry. Going back for a moment to some of the testimony, 
I imagine you heard, Mr. Chase, about the so-called super-yards 
paying a substantially equivalent price for unprepared scrap as 
against the price usually paid for prepared scrap by other dealers, 
is that allegation that has been made here several times correct ? 

Mr. Cuase. No, it is not correct at all. 

Mr. Ansperry. At least in your own yards you do not pay as high 
a price for the unprepared scrap ? 

Mr. Cuase. Let me clarify this, if I may, Mr. Counsel. 

I don’t think we are talking about the same product. We buy a 
different product from what, maybe, the average yard buys. 

We are making for the mills a quality product. We buy a com- 
pletely different grade of scrap that has either been incinerated, 
cleaned of all metal contaminants, than the average yard buys, and we 
pay whatever is necessary for our raw material. 
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We don’t deliberately—Luria is not in the habit of paying more than 
necessary for any raw material whether it be from a plant, a railroad 
or a scrap yard. We are buying a special product, special raw ma- 
terial for our presses so that we can make a quality product for the 
mill, and we pay whatever we think is necessary to draw out a suf- 
ficient tonnage of that material. 

So we are not talking of, when you say are we paying more than 
somebody else, we are not talking about the same class of raw 
material. 

Mr. Ansperry. I see. 

You were not aware of any practice by some of your other com- 
petitors of doing what has been described here ? 

Mr. Cuase. As I pointed out this morning, there are a number of 
large yards that are either inside steel mills, other than Luria’s, or 
contiguous to steel mills. 

Many of these yards, I assume—this is hearsay—make special prod- 
ucts for the mills which they serve. It may be in the form of shear 
scrap, it may be in the form of special bundled material. Many of 
these large yards have what wecallcrushers. They take long, stringy 
machine shop turnings and crush it and make a special alloy-free 
turning for the mill. There are a number of tailor-made products 
made by not only big yards but small yards. 

It is particularly prevalent when a small yard services a relatively 
small] steel or cast iron foundry. The melter wants a special grade 
of scrap, and some serap yard is willing to prepare that special grade 
for that particular operation; and that is what we are doing at the 
yards we have. 

Mr. Gorpon. Could you give a little further information about the 
origin and the history of the Western Steel International, how it 
started, who started it, who are the directors? Do you know any- 
thing about that? 

Mr. Cuase. I know enough. I don’t have the whole factual history 
of the origin. 

The head of the company—I guess his title is president—is Mr. 
Paul Herlitz. The only other officer I know is his son, Fred Herlitz. 

Western Steel has offices in Zurich, Dusseldorf, and they either 
have an office or a representative in Paris. Those are the only two 
officers I know. It is a family. It is a corporation, but it is a 
family-held company. 

Mr. Gorvon. When did it start up, when was it founded? Is it an 
old company ! 

Mr. Cuasz. Mr. Herlitz came to this country, I think, during the 
1930’s from Germany. He was in business over there, but I think 
the American company was founded sometime in the late 1930’s. He 
left the Hitler regime in Germany and came to this country and 
founded the American company. He had been in the scrap business 
all his life. 

That is the history of the Western Steel International which is an 
American company. 

Mr. Gorpon. Now, you stated previously that you had not given 
any loans since 1954; is that correct ? 

r. Cuase. I don’t know if the question, was asked that way. I 
think it was asked if we were in the practice of making loans, and 
I said since 1954 we were not. 
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Mr. Gorvon. I understand 
Senator Morsr. You mean by that—Mr. Chase, do you mean by that 
answer to emphasize the word “practice,” or do you mean by that 
answer that you haven’t made any loans since 1954? 

Mr. Cuasr. I think we haven’t made any loans, but I would like 
to check that. It is a very big company, and there may have been 
a small loan made. I don’t know of any, but I don’t know them and 
I would like to clarify it. 

Senator Morsr. The Chair authorizes you to clarify your testimony 
by submitting a memorandum. 

Mr. Cuase. Thank you, Senator. 

Senator Morsn. Because I want to be sure when I read the record 
whether or not I am getting an answer to a question in which you 
are giving great weight to the word in question, “practice,” or whether 
or not you are giving us an answer on the question that I suggested 
counsel put to the witness. 

Have you made any loans since 1954; yes or no? 

Mr. Cuass. I had better submit that in writing. 

Senator Morsg. I will permit you to submit the answer in writing. 

I have had a little conversation with our economist, and I always 
put my record on top of the table, Mr. Chase. It is understood that 
your testimony stands as of this moment. 

Mr. Cuase. Oh, yes. 

Senator Morse. And my understanding, Mr. Gordon, is—I was not 
here this morning—that his answer was that since 1954 it has not 
been the practice of his company to make loans. 

Now we have asked him the specific question as to whether or not 
he has made any loans since 1954. He says he is going to find that 
out and notify the committee by memorandum. 

Do you wish to carry the matter further ? 

Mr. Gorpon. I just wanted to state that there is some evidence that 
Mr. Diefenthal received a loan of approximately $200,000 a few 
years ago, and this would be in conflict with your previous state- 
ment that no loans had been issued since 1954 as a result of the FTC 
hearings. 

I think you: brought that up, too. 

Mr. Cuase. Mr. Diefenthal received a loan ? 

Mr. Gorpon. Yes, sir. 

Mr. Cnase. I am not familiar with that at all. I am very sur- 
we to hear it, particularly to Mr. Diefenthal; from the testimony 

e gave this morning it would seem to be the other way. 
nyhow, I am surprised, and I will find out the details of that. 

Mr. Gorpon. This does seem in conflict. 

Mr. Cuasr. It certainly does. 

(The information requested was subsequently received, and 
follows:) 





LOANS AND ADVANCES MADE BY LuRiIa Bros. & Co. Since 1954 


As explained in my testimony, in the scrap business it is customary to dis- 
tinguish between advances of money in anticipation of shipments of scrap which 
will liquidate the advances and actual loans of money which are to be retired by 
payments by or over a stated period of time (tr., p. 210). 

In answer to a question put to me by the chairman with regard to the “practice” 
of financing independent scrap yards, I answered that Luria had not engaged in 
that “practice” since 1954 (tr., p.128). Later, I was questioned on the subject of 
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“loans” by Luria to dealers and I advised the subcommittee that there may have 
been loans which did not come to my attention. I was then requested to check 
the matter carefully and furnish the information disclosed by the books and 
records of Luria (tr., pp. 177-178, 210). Nag: 

My answer to Senator Long that Luria no longer engaged in the “practice” of 
making loans was predicated upon my experience with the company after I 
became employed by it in 1956. During my employment with Luria I have never 
approved any loans in the extensive trading activities which I supervise. I 
understand that it was the policy of the company not to grant loans. j 

Following the hearing, I instructed the accounting department to furnish me 
with a listing of any loans made by Luria since 1954. I now find that some loans 
to dealers, approved by other executives, were made by Luria in each year since 
1954. A list and description of such loans is attached hereto as exhibit A. 

As will be noted from exhibit A, the accounting department of Luria does 
not list any loan as having been made since 1954 to Stanley Diefenthal or to 
Southern Scrap Materials Co., Ltd., the company which he heads. At the hearing, 
a member of the subcommittee staff indicated that he had some evidence that 
Mr. Diefenthal had received a “loan” of approximately $200,000 (tr., p. 179). 
T advised the committee that I had no familiarity with this matter but would 
supply it with the details. 

Upon checking with the Luria accounting department I was advised that on 
October 20, 1954, the Southern Scrap Materials Co., Ltd., received an advance of 
$100,000 and that an advance in a similar amount was made to that company on 
October 26, 1954, as evidenced by checks issued to its order. As I pointed out 
at the hearing, in scrap trade terminology there is a distinction between a “loan” 
and an “advance.” 

When Luria issues checks, a carbon copy is made of the check. There is 
attached to each check a check stub which explains the purpose of the check, 
which stub is detached by the payee of the check before deposit. I have attached 
hereto as exhibits B and C photostatic copies of each of the carbon copies of 
each of the check stubs which were attached to checks issued to Southern Scrap 
Materials Co., Ltd., These indicate that the funds to which reference was made 
at the hearing were considered by Luria to be “advances” and not “loans.” 

I have also had the bookkeeping department of Luria supply me with copies 
of the ledger cards which show the status of its account with Southern Scrap 
Materials Co., Ltd. The first two of these ledger cards, which cover the period 
September 30, 1954, to March 3, 1955, are labeled “Export Acc’t.’”’ and were posted 
through the IBM system then employed by Luria. The two advances of $100,000 
each are noted thereon and each is designated as an “advance.” Photostatic 
copies of such ledger records have been made available to the subcommittee staff, 
but are not included as exhibits to this statement because of their voluminous 
nature. 

It seems to me apparent that the checks and ledger cards indicate that there 
were advances to Southern over a period of time when there were extensive 
and frequent dealings between the two companies in significant amounts. 

In concluding on this point, I wish to point out that I am advised by counsel, 
who represented Luria Bros. in the Federal Trade Commission proceeding, that 
Mr. Diefenthal was questioned on September 28, 1956, by the Federal Trade 
Commission as to whether he owed Luria any money. His answer indicates 
that. Mr. Diefenthal himself used the normal scrap trade terminology which 
distinguishes between a “loan” and an “advance,” and characterized his trans- 
action with Luria as an “advance.” He said, in sworn testimony: 

“We have a small advance from time to time. Nothing commensurate with 
the business we do with them” (p. 7261, transcript before the Federal Trade 
Commission in In the Matter of Luria Brothers, et al.). 


SraTe or New YorK, 
County of New York, ss: 

Myron L. Chase, being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information, and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 
Myron L, CHASE. 
Sworn to before me this 23d. day of July 1959. 
MarkK J. Macep, Notary Public. 


Commission expires March 30, 1961, 
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Exnrpit A 


LOANS AND ADVANCES 


A summarization of the evidence relating to loans made by Luria Bros. & 
Co., Ine., as placed in evidence by the Federal Trade Commission counsel appears 
in the brief of Luria Bros. & Co., Inc., on pages 156-187, inclusive. The argu- 
ments of counsel for Luria Bros. & Co., Inc., as to whether such loans restrained 
competition are also set forth. 

The loans made by Luria Bros. since January 1, 1955, are attached here. 


Loans made Jan. 1 to Dec. 31, 1955 








Date of loan Name of borrower Amount of Repayment information 
loan 

Jan. 10,1955 | Benjamin Schwartz Co., Inc_-- $19, 000.00 | Repaid in full December 1957 by install- 
ment payments. 

Feb. 28,1955 | A-1 Iron & Metal] Co_-...-...-- 25, 000. 00 yneeeees by payments on account to 

Apr. 12,1955 |...-- do é 271, 257. 89 $171,000 as of May 31, 1959. 

Apr. 13,1955 | Petroleum Steel Salvage Co__..- 1, 288. 24 | Repaid in full in December 1955. 

Aug. 3,1955 | Koppel Hide & Fur Co__.._-.-- 3, 000.00 | Repaid in full Mar. 31, 1956, by installment 
payments. 

Oct. 10,1955 | Caldwell Hide Co_....-..._...- 6, 000.00 | Repaid in full July 1957 by installment pay- 
ments. 

Oct. 15,1955 | Boosters Iron & Metal Co-_---- 25, 000.00 | Repaid in full Nov. 30, 1956, by install- 
ment payments. 

Oct. 27,1955 | George Fox & Hyman Green- 16, 500.00 | $6,500 repaid in full by George Fox in in 

berg. stallments by Jan. 31, 1957. Balance 
owing on Greenberg’s share on May 31, 
1959, $2,500. 
1 Each. 


Loans made Jan. 1 to Dec. 31,1956 | 





Date of loan Name of borrower Amount of Repayment information 
loan 
ee, (Oh POR bes COs. ov cco eisseececee $20,000 | Repaid February 1957. 
Nov. 26,1956 |_.... od cncvatiubesaudastdagaee 150,000 | Repaid in full August 1958 by installment 
payments. 
Dec. 17,1956 | Boosters Iron & Metal Co. 2 25,000 | Repaid in full December 1958 by install- 
— changed to Mid-City ment payments. 
ron & Metal Co.). 


2 Increased to $39,583.31. 
Loans made Jan, 1 to Dec. 31, 1957 








Date of loan Name of borrower Amount of Repayment information 
loan 

Jan. 24,1957 | Delawanna Iron & Metal Co__- $25,000 | Repaid in full July 1957. 

Mar. 26,1957 | Inland Iron & Metal Co___...-- 25,000 | Repaid in full May 1959. 

June 7,1957 | Maricopa Iron & Metal Co....- 10,000 | Repaid in full December 1957 2 install- 
ment payments. 

June 10,1957 | Mayco Salvage Co__........... 20,000 | Repaid in full August 1958 by installment 
payments. 

Aug. 6,1957 | United Iron & Metals, Inc.. _- 17, 500 | Reduced to $7,351 as of May 31, 1959. 

Sept. 11, 1957 | Scotts Bluff Pipe & Supply Co 20,000 | Reduced to $2,000 as of May 31, 1959. 
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Loans made Jan. 1 to Dec. 31, 1958 








Date of loan Name of borrower my of Repayment information 
oan 
Apr. 10,1958 | Tredégar Co._.-...........-..- $30,000 | Repaid September 1958. 
Aug. 25,1958 | McCarty’s, Inc._........---.-- 20,000 | Repaid November 1958. 
Sept. 10, 1958 — oe Francisco Scrap 127,000 | Reduced to $112,125 by May 31, 1959. 
tals, Inc. 
Davi i Rose, trading as Pacific 33,000 | Reduced to $29,000 by May 31, 1959. 


Compressed Steel. 





Loans made Jan. 1 to May $1, 1959 








Date of loan Name of borrower Amount of Repayment information 
loan 
Jan. 23,1959 | Arnold L. Growick, Inc_---..-- $10,000 | Reduced to $6,000 by May 31, 1959. 
ExuHisiT B 
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EXHIBIT C 


ALPHABETICAL FILE 





OATE CHECK NO. RMOUNT OF CHECce 
worn 14791 s100000 00 
PAY DOLLARS 
= 
To 
THE SOUTHERN SCRAP MATERIAL CO LTD 
ORDER P O BOX 7366 ASMSTANT TetasuRED 
WEW ORLEANS LOUISIANA 


OF 


CETACH HERE BEFORE DEPOSITING CrECE 





DaTEe 
EnTerEo 


Pee Laie Brothers Company Gre 


Mr. Gorvon. If I may return to the Western Steel, where did you 
say Western gets its scrap in this country? Does it have only one 
office here; is that what be say ? 


Mr. Cuase. It has only one office here. 

Mr. Gorvon. Where does it generally get all its scrap ? 

Mr. Cuase. I don’t believe that I said Western Steel gets any scrap 
in this country. 

Mr. Gorpon. I see. 

Mr. Cuase. Western Steel in many cases, in some cases gets its scrap 
from us, and sometimes on a joint-venture arrangement we supply the 
scrap to the joint venture, and Western Steel makes the sales. 

Mr. Gorvon. I must confess that I am quite confused here. What 
does Western Steel International do? You say they are brokers. 

Mr. Cuase. They doanumber of things. I tried toexplain that, Mr. 
Gordon. 

They, for example, erected a steel mill in India, and we had nothing 
to do with this, and they move the pit scrap or the skulls, the refuse 
scrap from the Indian steel mill to the Kuropean Coal and Steel 
Community. 

Very recently from the U.S. Government, about a year ago in Thule 
in Greenland they bought 12,000 or 15,000 tons that were advertised 
by the Danish Government. We found out about it. They have 
bought ships. Frankly, they don’t disclose to me, I don’t know what 
they do. I hear about this as everybody else in the business knows. 
They are in the business. I am not qualified to tell you about it. Iam 
not an expert on the transactions of Western Steel. 
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Senator Morse. Mr. Chase, to your knowledge did Western Steel 
International buy any steel in the United States, any scrap in the 
United States from any company other than your company ? 

Mr. Cuase. I don’t think they had in the United States; not to my 
knowledge. 

Senator Morse. Not to your knowledge. 

Mr. Crass. We think they don’t. 

Senator Morse. To your knowledge, do they enter into any joint 
venture for the purchase of scrap with any company in the United 
States other than your company ? 

Mr. Cuase. No, not that I know of. 

Mr. Gorvon. What percentage of scrap do you export to Spain? 

Mr. Cuase. There is no percentage of scrap that we export to Spain. 
The Spanish Government, with funds from the ICA, periodically, 
maybe every 6 months, depending on the amount of money they receive 
from ICA, puts out a public tender. It comes from ICA funds, and 
they have so many dollars to invest in scrap. It might be $2 million, 
$3 million, and $4 million. Those dollars have to be used also to cover 
the freight charges from this country to Spain, and they put out 
tenders, and all the leading scrap exporters submit offers on the 
Spanish business. 

At that time I understand—I haven’t been there—that the bids are 
opened at the U.S. Embassy or the consulate in Madrid, and the busi- 
ness is awarded on the basis only of the lowest bid. 

In the Spanish ventures, you have asked about this, and we have 
frequently bid and on the bid have so stated we are bidding in joint 
venture with Western Steel. 

I might say that it is not unusual that other companies state on their 
bid that two or three companies are bidding together. Sometimes it is 
a rather large undertaking for one company. 

Senator Morsg. The bell is a vote bell, and the hearing will stand in 
recess for 15 minutes. 

(Short recess taken. ) 

Senator Lone. Mr. Chase? 

Mr. Cuase. Yes, Senator. 

Senator Lona. If it is agreeable with you, I would like to excuse 
pen for a few minutes and take some of the other witnesses and come 

ack to you. There are a number of questions which should not be 
asked without at least two Senators being here, and, under those condi- 
tions, I think it would be better to examine the other witnesses and go 
on with the hearings. I can call you back in, perhaps, a half hour and 
complete the testimony, if that is agreeable to you. 

Mr. Cuase. Fine, thank you. 

Senator Lona. Mr. Barringer is here and he would like to make a 
statement. He is executive vice president of the ISIS. Will you just 
be seated, Mr. Barringer. 

Mr. Barringer, I am not going to swear you as a witness at this 
moment because if I did it would be a useless gesture as there is only 
one Senator sitting here and for the purpose of the sworn testimony it 
would be subject to objection, anyway. So you go right ahead and 
testify. 
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TESTIMONY OF EDWIN C. BARRINGER, EXECUTIVE VICE PRESI- 
DENT, INSTITUTE OF SCRAP IRON & STEEL, INC., WASHINGTON, 
D.C. 


Mr. Barrrncer. I am the executive vice president of the Institute 
of Scrap Iron & Steel. I have submitted this statement which I would 
like to put into the record in its entirety. I shall merely amplify sev- 
eral points. First, about the membership of the institute. We com- 
prise 1,298 members. ‘They rate themselves according to the tonnage 
they handle for their annual dues which range from $125 to $1,320 
annually. One thousand and ten of these members, or 78 percent, rate 
themselves in the minimum category and, hence, may be considered 
small dealers. As a matter of fact, the 25 largest dues payers to the 
institute supply only 7 percent of the dues income of the institute. 

Senator Lone. Give me that again, sir. Would you mind repeatin 
that statement ? 

Mr. Barrincer. The 25 largest dues payers account for 7 percent of 
the total dues revenue of the institute. Hence, I feel that I can sa 
that the Institute of Scrap Iron & Steel presently represents more small 
dealers than any other organization. 

Our organization is thoroughly democratic. As you heard from.Mr. 
Chase, we have 25 local chapters, each of which annually elects a 
president who becomes a director. At our annual conventions we 
elect 13 directors at large. These 25 and 13, 38 directors then proceed 
to elect the 5 national officers. If there is more than one nominee for 
an office, a secret ballot is taken. Except 2 years ago for one office; I 
cannot recall when there was any contest for any one office. 

Our national board meetings are really town meetings, because, in 
addition to the 38 directors and 5 officers and the treasurer emeritus, we 
have an attendance chairman, a vice chairman of committees, past 
presidents. We invite any member of the institute to sit in as an ob- 
server, and, so, we have an attendance usually of about 75 at our 
meetings. We limit our chapter presidents to 2 consecutive years in 
office, our directors at large to two consecutive terms of 2 years each, 
and, in the national offices, we limit a man from any one company to 
one term. 

In other words, a man from one company need not succeed a man 
from the same company, so that we achieve, I believe, a maximum of 
rotation in office. 

Now, reference was made this morning to, at this time, four of 
our chapter presidents being identified with Luria Bros. As you 
heard, those chapters met in Los Angeles, St. Louis, around Harris- 
burg, and Boston. These elections by those four chapters were held 
entirely independent of the other chapters, and, so far as I know, the 
men who were elected had been rising on the ladder of the chapters 
and were elected by the individual chapters without knowledge of 
the others. 

As a matter of fact, at this time we have a father and son combina- 
tion, a father who—both in the same company—a father who was 
elected a director at large with the full knowledge that his son was 
also president of the chapter. Two and three years ago we had a 
combination of a national officer and a chapter president from the same 
company, all common knowledge. 
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And, in each case our bylaws require that the companies file with 
the office of the secretary a nominee to vote, and for Luria Bros. the 
president of the central Pennsylvania chapter which usually meets 
at Harrisburg or Reading has been nominated to vote for that, company. 
_ Now, policy governing the action and operation of the institute 
is made by the board of directors, which meets at least quarterly and 
is made effective by myself and my staff. 

We perform no special service for any one member, but we operate 
as permitted by law of the trade associations to promote the general 
good of the industry in common products. Mr. Chase has enumerated 
most of these as public relations, research, legislation, and government 
pos bearing on the scrap industry, transportation problems, mainly 

reight rates, safety, seminars for executives, fair trade practices, cost 
accounting, group insurance, annual conventions, and so forth. 

Come August 15, I will have been 21 years with the institute, either 
as the executive secretary, as its wartime president for 5 years, and, 
since then, as the executive vice president, and I have never known 
of a close decision by the board on any vital issue or any undue 
pressure, or any preference. 

No one member benefits more than any other from the basic objec- 
tives enunciated by the board. The board spheres of interest, rep- 
resented at all times on the board, is insurance against nomination 
by any one factor or combination of factors. Now, I would like to 
clear up one thing, if I may. 

here was some facetious reference this morning to cement in our 
No. 2 bundles. I would not want the committee or any one here to 
reach the conclusion that that was common practice. We have a 
small fringe, like every industry, of bad actors, and we are doing 
everything possible to eliminate them. They are a very insignificant 
minority. But we have had a quality problem due to a very under- 
standable development, and that is the spread of anti-air-pollution 
measures. 

The country over, city after city, and sometimes States have enacted 
legislation to abate the smoke nuisance. Now, most of the raw mate- 
vial for our No. 2 bundles comes from old automobiles. A dealer, a 
baler, can handstrip. To a certain extent he can take off the door 
handles, the bumpers, the radiator grille, take out the heater, take 
out the instrument board, the obvious sources of contamination. But 
to reach what we would call the concealed metallics and nonmetallics, 
the bronze bushing and the steering spindle, for example, the car should 
be burned, and it is becoming increasingly difficult to burn. 

Yes, incinerators have been iovilonll but they are very costly, so 
that our problem of quality in bundles is much more one of eliminat- 
ing nonmetallics and nonferrous than any deliberate contamination. 

ow, I would like to make one more point. On the basis of mem- 
bership, we are pemebiy four times more concerned than any other 
organization with the matter of the small dealer. 

e have over a thousand in our institute. We are very much con- 
cerned over him because his health is our health. We topped off in 
scrap late in 1956 and we rode down the depression in 1957 with the 
steel mills, to a lesser extent with foundries. In a sense we were shar- 
ing their misery. The turn upward came in the spring of 1958, and 
we saw at the outset that we lagged a little bit behind the recovery 
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in steel, but we thought when the operating rate of mills goes up 
another 5 points, then we will pick up. 

But we found there was a rather persistent lag, and so we looked 
into the causes. 

Well, we came to this conclusion: That the steel mills had been 
doing a great deal of research, especially on the blast furnace to lower 
the cost of their metallics. Their chief metallics are pig iron or hot 
metal, which are the same thing, or scrap. And they then and the 
now and I presume they always will be looking for the cheapest metal- 
lic that they can get. 

They put a lot of research into the blast furnace and came up with 
techniques that increased the productivity of blast furnaces, and I 
believe also reduced the cost somewhat. 

So, let me say again, to put into the record, I dun’t think there was 
anything punitive in the attitude of the steel mills toward us. But 
we realized that we were up against a definite problem. We had 
competition, and it was pig iron and hot metal. Well, how do you 
meet competition ? 

Senator Lone. I take it that you are the executive vice president 
of the association. What salary are you paid by the association ? 

Mr. Barringer. $22,500. 

Senator Lone. How much do they pay the president? 

Mr. Barrincer. Nothing. 

Senator Lone. That is my impression. The president has an hon- 
orary job. 

Mr. Barringer. That’s right. 

Senator Lone. And the executive vice president gets the pay and 
does the work? 

Mr. Barrieer. That’s right. 

Senator Lone. What you have told us is all very interesting, and 
I would be pleased to have a supplemental statement from you. But 
it is now past 3:30 in the afternoon and, if it is agreeable, I would 
rather pursue the points that we think are especially relevant to 
what we are looking for. 

Mr. Barringer. I just wanted to make the point that we were 
interested in the plight of the small dealer and we have taken every 
measure we think possible and sensible to improve the situation. In 
the first 5 months of this year the intake of purchased scrap by steel 
mills and foundries, according to the Bureau of Mines, has been 10 
million tons. It was 5,800,000 tons last year, so there has been a 

substantial improvement. 

Senator Lone. Yes, sir; you should put that in your prepared 
statement. 

Thank you very much. I will excuse you now and call the next 
witness. 

(Mr. Barringer’s prepared statement follows :) 


STATEMENT BY HpwIn C. BARRINGER, EXECUTIVE VICE PRESIDENT, INSTITUTE OF 
Sorap Iron & STEEL, INC., WASHINGTON, D.C. 


I am Edwin C. Barringer, executive vice president of the Institute o? Scrap 
Iron & Steel Inc., with offices at 1729 H Street NW., in Washington, D.C. 

I wish to put into the record a brief but authoritative statement concerning 
the organization and the operation of the scrap institute and the structure of the 
scrap industry. 
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''. The institute, now in its 3lst year, comprises 1,298 members who rate them- 
selves for dues to the institute on the basis of the tonnage they handle. Dues 
range from a minimum of $125 to a maximum of $1,320 per year. 

One thousand and ten members, or 78 percent of the membership of the Insti- 
tute, rate themselves in the minimum tonnage category. Thus moré than three- 
‘quarters of the membership of the scrap institute consists of small, independent 
dealers. No other trade association in the scrap industry speaks for so many 
‘small dealers. 

' Large dealers and brokers are very definitely in the minority in the member- 
‘ship of the institute. For example, the 9 largest dues paying members account 
for only one-half of 1 percent of the total dues income of the institute, while 
the 25 largest dues payers supply only three-fourths of 1 percent of the dues 
income. 
. The organization of the institute is thoroughly democratic. 

The voting board of directors totals 48 who are chosen as follows: 25 are 
presidents of local chapters who are eleeted by the active members of these 
chapters; 13 are directors at large who are elected at annual conventions by 
active members in pitendance ; the remaining 5 are national officers who are 
elected by the foregoing 25 chapter presidents and 13 directors at large. At 
‘these elections over three-quarters of the voting memibers are small dealers. 

Also present at board meetings are chairmen and vice chairmen of committees 
and past national presidents; any active member of the institute may also 
attdénd any board meeting as an observer. 

In all elections—at either the local or national level—a member may cast 
only one vote, regardless of the number of branches or representatives in the 
chapter or on the board. If more than one person is nominated for a national 
office a secret ballot is taken. 

The bylaws limit chapter presidents to two consecutive years, directors at 
large to two consecutive terms of 2 years each, national officers to 2 years in 
any one office—and in the election of national officers a man from one company 
cannot succeed a man from the same company in any office. 

Policy governing the action and operation of the institute is made by the 
board of.directors, which meets at least quarterly, and is made effective by the 
executive vice president and his staff. 

The institute performs no special service for any one member but operates, 
as permitted by law to trade associations, to promote the general%good of the 
industry on common problems. These include public relations, research, legisla- 
tion, and government policy bearing on the scrap industry, transportation 
problems including freight rates, safety, seminars for junior executives, fair 
trade practices, cost accounting, group life and accident insurance, annual 
‘conventions, frequent meetings of chapters, representation before government 
agencies and with consumers, and appropriate committee activity. 

In, the 21 years I have been identified with the institute as its executive 
secretary, its wartime president, and its executive vice president, I have never 
known of a close decision by the board on any vital issue or any undue pressure 
for any preference. No one member benefits more than another from the basic 
objectives enunciated by the board of directors. The broad spread of interests 
represented at all times on the board of directors is insurance against domina- 
tion by any one factor or combination of factors. 


Senator Lona. Before I get to that, I made some reference here to 
a publication put out by Mr.Oberman. Is he in this room? 


TESTIMONY OF M. D. “MUSH” OBERMAN, EDITOR AND PUBLISHER 
OF SCRAP AGE, WASHINGTON, D.C. 


Senator Lone. Will you come up here, Mr. Oberman? Just take 
the witness stand for a moment, dea sir. I referred to an article 
appearing in your publication as an unsigned article. I understand 
that you are willing to take the responsibility for the statement ap- 
pearing therein relating to Luria Bros.’ 

Mr. Ozserman. That is sent through the U.S. mails, as any other 
columnist, such as Drew Pearson, Pegler, or anybody else. That is 
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he only way we can sign it—with a facsimile and I couldn’t sign 
5,700. 

"Senator Lona. Yes, but there is no signature at the bottom of the 
thing and I referred to it as an unsigned statement. As far as you 
are concerned you’re prepared to subscribe to the statement ? 

Mr. OpserMAn. There is a signature on it. You didn’t finish read- 
ing. We just changed the size of the type to bring to the attention 
of the people the important parts of that particular issue. 

Senator Lone. So far as you are concerned, that is a signed 
statement ? 

Mr. Operman. That’s right. 

Senator Lona. Is there any law that says that a ship can’t carry 
more than. 6,000 tons through the lock from the St. Lawrence? 

Mr. Opserman. The way i understood it, there are places in the St. 
Marys River near Detroit and some of the locks that can’t take any- 
thing heavier than 6,000 load. However, they hope within the next 18 
months to 2 years to be able to correct that. 

Senator Lone. Now, you do,recognize, do you not, that anyone has 
the privilege of putting up a scrapyard at Montreal if they want 
to. Luria does not have any exclusive rights on that. 

Mr. OperMAn. Even Senator Long could put a yard up at Mon- 
treal, but could he get the scrap ? 

Senator Lone. lam not sure I could. 

Mr. OsermMANn. But could he get the scrap ? 

Senator Lone. I see. Well, you do not think that if I went up 
there and put up a yard that I could get the scrap? 

Mr. OpermMan. Well, one of the representatives made a statement 
they acquired only one concern in Canada since 1954, the Lax Bros. 
I understand they acquired Leudee Bros., in Canada, also in Montreal, 
the largest yard in Montreal. 

Senator Lone. What is this about your charge that there is some 
rospect of the Japanese cartel naming Luria as its exclusive agent 
or Canada? Do you have any information along that line? 

Mr. Oserman. Well, I have people who are paid for information, 
like any other reporter, publisher, or columnist does. In my last 
letter from him from Japan for which he gets paid, this is the infor- 
mation I got. Now, I think this will all be proven within the next 6 
weeks to 8 months when another yard unites there and my statements 
will be proven when Luria finishes acquiring what they need in Mon- 
treal to accomplish what I said. 

Senator Lone. I just wanted to call you to give you the oppor- 
tunity to verify this statement. I, perhaps, did you an injustice, and 
I wanted to correct that for the record. 

Thank you very much, 

Mr. Oserman. Am I permitted to make any comment on any other 
testimony? I know the oa is late but I know that for the record 

Senator Lone. I would like to stick by my previous ruling but I 
will give you 2 minutes. You go ahead and say whatever you want 
to say. 

Mr. OseRMAN. You want to go by my watch or by yours? 

Senator Lone. I will not hold you too strictly to that. 

Mr. OxzerMan. I appreciate the fact that you fellows are elected 
officials and you have got to go to a banking committee and an agricul- 
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ture committee and a scrap committee and you cannot understand the 
basic principles of all these industries unless you learn it. 

Senator Lone. We have some pretty good people who work for us. 
Mr. Ansberry used to be on the Truman committee, and there are 
people in jail as a result of his investigations. 

r. Operman. Now, when Mr. Chase makes a statement that his 
No. 2 package is different than my dealers’, now remember in our 
institute as Mr. Barringer just told you, we have 1,298 dealers. There 
are about 25 or 30 of those dealers who control about 90 percent of the 
scrap industry. I represent the 1,250 little dealers that are getting 
kicked around. Now, when Mr. Chase says he makes a special package 
of No. 2, I cannot buy it. Mr. Long can because he does not know the 
scrap business. Does he (Luria) bundle up the right fenders of the 
ear special, and the left fenders? We were taught to bundle them all 
together so there is no such thing as a special bundle made by any 

ard that is a subsidiary of Luria, owned by Ogden. I cannot see 
a they can make a special bundle. They bundle the same automobile 
body that we do, and they are entitled to the exact amount of money 
that we pet, except the average $1 a ton that every broker gets. 

But the idea of a superyard was not explained fully and that is 
what I want to take my other minute on. A superyard is a yard 
adjoining a mill. That is a yard that controls tonnage to that mill, 
and anyone like Luria with their capital—remember our industry was 
not built by going to Yale University ; it was built by blood and sweat 
and tears aad not on the American Stock Exchange or the New York 
Stock Exchange like Ogden Corp. is, and they have the money and 
the capital to build all these yards and they have a blueprint plan to 
put all these plants in there and when they do, they are going to take 
people like Stanley Diefenthal and reduce them down to little depots 
and they are going to collect iron for Luria for that superyard and 
if the mill wants to buy 50,000 tons from Luria, he ships 20,000 from 
his yard and buys 30,000 tons and when the time comes that the mill 
says business is bad so they only want to buy 20,000 so Luria ships it 
out of his yard and the little dealer dies. 

Don’t forget when he talked about our institute being democratic— 
I have got 32 seconds left—we have 25 chapters and anyone daring 
to get up at a meeting and say anything, he cannot ship anymore. 

enator Lone. Why can’t he ship anymore? 

Mr. OpermMan. Put it in the record that I said it. Because he must 
sell to Luria. That is why. And Luria ain’t going to buy from any 
man that talks against him. We talk about a board of directors 
electing our national president. When Mr. Chase went in that room, 
do you know what the vote was last year? Thirty-nine to nothing. 
Nobody got up and voted against Mr. Chase. They wouldn’t dare. 
We used to operate near Chicago. When I was a little kid my dad 
used to take me to Chicago and there is a well-known character there 
who used to go into speakeasies and say, “You sell my beer or you 
don’t sell any beer.” Now that is the democratic organization we 
have got and that is why this Federation was started by the guts of 
men who couldn’t stomach this stuff any more. Don’t forget, from 
1952 until the present time with the exception of Dave Holub who 
served in 1955, our Institute has been controlled lock, stock and 
barrel by Luria. And Mr. Barringer, ‘one of the nicest men sitting 
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in this room, is doing everything he can for the small man, but his 
boss is Mr. Luria, and most of the past presidents are Luria men. 

Senator Lone. Would you mind naming someone else who came 
before Mr, Chase? 

Mr. Oserman. Mr. Chase? Mr. Leonard Krieger. He is now 
assistant to the president. He was the Japan touring president for 
Luria. He went over there and made all these arrangements using 
that institute card when he traveled around. 

Prior to that was this Mr. Holiman, then Mr. Ablon. Mr. Krieger 
is assistant to Mr. Ablon. Mr. Chase is assistant to Mr. Ablon. 

Now, when Mr. Chase says he appointed a committee to meet with 
the American Iron & Steel Institute, instead of taking all the past 
presidents we took two officers, he says, and two other past presidents. 

Do you know how many other living past presidents there are that 
he left off of there? There are two, Mr. Ralph Ablon and Mr. Joel 
Claster, chairman of the board of Luria Bros. Take a look at the 
five men that he put on that committee. He put on himself, he put 
on Leonard Krieger, assistant to Ablon, he put on Mr. Herman Mos- 
kowitz, who has an association with them selling to the OCCF their 
scrap. 

e has Stanley Kaplan, another broker who operates with a gi- 
gantic force. We are talking about the little man. And the fifth 
man that 1 can recall was Milton Mahler the first vice president with 
Luria behind the scenes campaigning vehemently to put him into Mr. 
Chase’s place. 

Senator Lona. Now how many of those people that you mentioned 
in ane five are either past or present officers of Luria, out of that 
five ? 

Mr. Operman. Out of that five? 

Senator Long. Yes, sir. 

Mr. Operman. Mr. Chase is president, Mr. Leonard Krieger is a 
past president. 

Senator Lone. Who else? 

Mr. Oserman. Herman Moskowitz is not related to Luria. He 
ships his foreign exports to England under arrangements with Luria. 

Senator Long. Does he have any connection with Luria Bros., that 
third man? 

Mr. Ozserman. Oh, I don’t think as far as an officer of the company 
or anyyhing, they don’t have to; no. 

Senator Lone. Do you think they have some business transactions 
and some connections, one way or another ? 

Mr. OserMAN. Well, let us put it this way: There were only three 
people allowed to ship ian to Europe. That was Western, and, of 
course, we have tried very hard here this afternoon to get Mr. Chase 
to tell us who Western is. He doesn’t know of the officers or who they 
are. They don’t have a yard. They don’t have a crane, they don’t 


‘have nothing. 


They are controlled lock, stock, and barrel by Luria and everybody 
knows it except you Senators. 

Senator Lona. After all, we don’t know much, but we try to find 
out. 

Mr. Oserman. And the third man was Schiavone Bonomo. Only 
those three people were allowed to ship to Europe and I have got 
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reasons why he was called in on the deal, too. Remember, I am only a 
newspaperman. J was born and raised in this industry. I was a 
scrapman all my life until I went to the hospital for 3 years. During 
those 3 years they told me I’d never walk again, and while I was 
in there I took up the idea when the doctor said, “Why don’t you try 
to figure out an income for your family from a wheelchair.” And 
that is when I took to writing. So, I figure that my industry gave 
me life. It was my paper that got me back to walking, so, I owe my 
life to my industry and that is just the way I talk. I didn’t move my 
family from Springfield to Washington and close up my home to be 
on the scene to see why 7 years the FTC has been investigating this 
case—and we haven’t heard a thing yet. Now if Luria is right, we 
are entitled to a decision. That is all I told the FTC. You tell us 
Luria is right and we will join them. 

Senator Lone. Sell out 

Mr. OperMan. But if they are wrong, we want to know it. We want 
to know which way to go, but we ain’t going to stall this thing another 
10 or 15 years and let these boys die. Now, when he asked how man 
failures we had in the scrap industry, we had none. But why don’t 
he ask how many are on that fence ready to lay down within the next 
10 months to2 years? All these little boys, they can’t exist. We have 
six, seven, eight, or nine superyards now, I don’t know. Let’s wait 
another year and see how many more superyards and how this inter- 
locking dealer works with Luria’s overall pattern and all we will 
have are little depots‘all around. You can classify these scrap dealers 
with their million and a half -dollar investments as little junkies, 
little. peddlers.supplying Luria and Luria will dictate markets and 
dictate to the mill. 

You know the mills created this exclusiveness. They created a 
monster that they cannot get rid of. You have got to think of that a 
little bit in a newspaperman’s views, you see. Anytime you get some- 
thing exclusive, you see, it is a different story. Let us take, as just one 
example, Granite City Steel in St. Louis. . Luria walked in there lock, 
stock and barrel and took it over exclusive, Granite City, and a letter 
went out. A letter went out to all the dealers and brokers who 
shipped there for the past 50 to 55 years, and said, “You are no 
longer permitted to ship here. We are now handling our scrap exclu- 
sively through Luria.” 

Well, I mean that is why I thought we had a small monopoly com- 
mittee. Now, when we talk about the institute being democratic, Mr. 
Barringer can only do what his officers tell him to do. After all, he is 
a ped employee. He told you his salary and that is a pretty good 
salary, but he isa pretty good executive. I guess the trade organiza- 
tion would tell him he is amongst the top. But, when the chairman of 
the board of Granite City Steel gets up and makes a statement to the 
press that the scrap dealers for 53 years are running a racket and 
cheating them, that is why he went to Luria, why didn’t our institute 
come there with a little press release, have a little public relations and 
help us out? We couldn’t because Luria was in control of our insti- 
tute. I went last week to the White House, to Mr. Person’s office 
and told them the way I see it, that anyone under indictment of the 
FTC should not be permitted to export and make all this money while 
my little dealers are dying. And you know what they answered me? 
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“Why don’t your institute or your trade association come here and tell 
us that? Why should a newspaperman tell us that?” I said, “Mr. 
Luria isn’t going to come here and tell you not to let him ship.” 

Is my time about up? 

Senator Lona. Yes, sir. I think, you gave us a big earful for 2 
minutes, Mr. Oberman. If you want to amplify that statement, I 
would be pleased to receive anything you care to write on that subject. 

Mr. OzerMan. I also want to answer any questions. I don’t make 
statements that I can’t answer. : 

Senator Lona. I think you have covered it very well. You might 
think of a few things that you should have been asked and think of 
the answers to them. If you do, send it on in here and we will put it 
in the record of this hearing. It is my feeling that this committee 
should ask for prepared statements. I have tried to adhere to that 
but I did not want to show the discourtesy of referring to something 
you said and not give you the opportunity of explaining what your 
viewpoint on that matter was. I think you have made a good state- 
ment here, and I thank you for it. 

Would the staff care to ask anything about it? 

Thank you very much, Mr. Oberman. If you care to elaborate or 

rovide us with additional material for the record, we shall certainly 
pleased to receive it. 

Mr. OsermMAn. I will be happy to do so. Thank you for the 
opportunity. 

enator Lone. Who is the representative of Republic Steel Corp. ? 
Is that you, Mr. Adams? We want you to take the stand, please, sir. 
Tam calling you out of order because I understand that you have cer- 
tain commitments to fulfill. 


TESTIMONY OF WILLIAM T. ADAMS, MANAGER OF PURCHASES AND 
RAW MATERIALS, REPUBLIC STEEL CORP., CLEVELAND, OHIO 


4 Mr. Apams. That is right, and I appreciate very much being called, 
enator. : 

Senator Lona. We will be glad to hear from you at this time. You 
came at our request. Do you have a prepared statement here? 

Mr. Apams. Yes; we mailed a prepared statement.? 

Senator Lone. And that was in answer to our questions? 

Mr. Apams. That is correct. 

Senator Lona. Do you care to summarize that? 

Mr. Apams. The statement is sufficiently brief, I believe. It is 
almost in summary as presented. Listening to what has been said 
here, I would like to say to these junkies who are here, that is what 
we call them when they come into our office to try to sell us, I would 
like to say to you men that there are going to be scrap dealers in 
the United States for an awful, awful long time. If anybody is 
worrying about putting the scrappies out of business, they have got 
the wrong kind of worries. 

Senator Lona. I see. Let me ask you this: Do you have any ar- 
rangement or any understanding with Luria or any particular concern 
to provide your requirements of outside scrap? 





1 See app. I-D, pp. 159-161. 
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Mr. Apams. No, sir. 

Senator Lone. No commitment of any sort? 

Mr. Apams. No, sir. 

Senator Lon. From whom do you buy? Do you buy from a great 
number or do you buy from a few? 

Mr. Apams. Well, I checked up on the folks we buy from for 
Alabama, and I find that we bought from 28 different people last year. 

Senator Lone. Well, that is just for Alabama. Why do you limit 
it to Alabama? Why did you limit that statement to Alabama, sir? 

Mr. Apams. I just happened to have occasion to check Alabama for 
another reason. 

Senator Lone. Would you give us your full name, Mr. Adams? 

Mr. Apams. William T. Adams; we deal with probably 40 to 45 
different dealers and brokers throughout the country for our 8 plants. 

Senator Lone. Do you have any arrangement whereby any particu- 
lar company has a mill on property owned by you or adjacent to 
one of; your plants? 

Mr. Apams. No, sir. 

Senator Lone. Does the staff have any questions? 

Let me ask you this: Does your firm expect to decrease the use of 
open-market scrap in the future, particularly open-market, obsoles- 
cent scrap, as distinguished from industrial scrap? 

Mr. Apams. No, sir; I do not believe that will change over the 
years. It can only increase. The use of that kind of scrap can only 
mcrease. Republic is not one of the companies which have decided 
to go to oxygen converters. If at a later date we make up our minds 
that that is the way we have to make steel, what I just said about 
scrap might not be so. 

Senator Lone. Are there any tie-in sales in form or in effect be- 
tween your firm and your manufacturing customers. 

Mr. Avams.. No, sir; I heard a great deal of discussion this morn- 
ing about reciprocated scrap. Republic does not have, nor has it 
ever had, any reciprocal scrap deal with any customer. 

Senator Lona. In other words, so far as you are concerned, when 
the steel reaches the plant, that is the end of it. 

Mr. Apvams. That is correct. 

Senator Lona. You do not have any conditions on the scrap? 

Mr. Apams. No, sir. 

Senator Lona. Is it possible to effect price differentials for steel 
sold to various customers by price adjustments to these customers on 
“3 gerap you get back from them, and, if so, is this done by your 

rm ? 

Mr. Apams. It is not done by our firm. 

Senator Lone. And you have just told me—the next question 
relates to reciprocating scrap and you have told me you do not do 
business that way. 

Mr. Apams. We have never done business that way at Republic. 

Senator Lone. Can you provide us with the percentage of your 
open market scrap that you have bought from Luria annually since 
1954 and through the first 5 months of 1959? - You can provide it 
later if you care to. 
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Mr. Apams. I do not have that information with me. I have been 
sort of incapacitated all of the week. I might have been looking 
for information for you, but I will be glad to get it. 

Senator Lone. The dominant tone through a large part of the 
House hearing, especially in part 2, is that there is and there will 
be a shortage of heavy melting scrap from 1956 through 1964 and 
this fact has special significance for our defense position. Does this 
situation still exist, and, if not, why not? 

Mr. Apams. I thought 3 years ago that we were quite wrong in 
exporting the quantities of scrap that were being exported. It turns 
out that business turned around and my thinking that we would be 
short with scrap was wrong. It also kept qualifying my statement 
at that time that a 20 or 25 percent demand for foreign scrap over 
and above our domestic needs when our domestic needs were 100 
percent could do nothing but make an unhealthy situation for the 
scrap industry, and I do believe much of the trouble that you men 
are living with today is a result of the sickness that came on you 
when 20 to 25 percent additional requirements were put on your 
industry over ina above our own 100 percent demand. 

Senator Lone. Is scrap still considered important for national 
defense ? 

Mr. Apams. I would think so. I would believe so; yes. 

Senator Lone. What is the possibility of buying scrap when the 
prices are low and stockpiling it for times when you need it? For 
example, it has been suggested that this might keep scrap prices 
fairly stable, but it might require a change in purchasing habits. 

Mr. Apams. I, as a citizen, cannot see the sense of having the Gov- 
ernment stockpile scrap because scrap will degenerate. It is nota 
commodity than can be kept for a long time. 

It is true certain of the heavy scrap would keep a long time, but 
60 to 70 percent of the scrap generated in the country is not mate- 
rial that can be kept for a long time. I believe such stockpiling 
should be done by steel mills wherever possible. As a matter of fact, 
it puzzles me why more of the mills don’t do it. 

I can tell you that in Republic’s case we bought 100,000 tons-plus, 
plus more in 1958 than we bought in 1957; 1957 was a pretty good 
year and 1958 was awful. 

Senator Lone. I would like to ask you if you would provide for 
the record, please, sir—you don’t have it here, I know—the percentage 
of scrap that you purchased from the top 20 suppliers in the last 10 
years, if you would obtain that. 

We would like to know it. That is a lot more than Luria Bros. 
If you could provide that we would appreciate it very much.? 

hat is all the questions of this committee. Thank you very much, 
Mr. Adams. 

Mr. Apvams. Thank you. 

Senator Lona. I am not going to call the next witness at this mo- 
ment because the Senate is voting and I have to go vote, myself. 
But, as soon as I can return—and that will be in about 4 minutes— 
I would like to call the representative of Bethlehem Steel Co.; so he 


can be ready. 


1Mr. Adams subsequently forwarded to the committee the information referred ‘to but 
requested that it be held in confidence. 
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We will take a 4 minute recess. 

(Short recess. ) 

Senator Lone. If I might, I would like to depart from the sched- 
ule I had announced and go ahead and finish with the testimony of 
Mr. Chase. He has been on the stand a long time today, and I believe 
we can finish up with his testimony. Let the record show that Sen- 
ator Long and Senator Schoeppel are present. 

The Senate granted permission to the subcommittee to sit earlier 
in the day during the session of the Senate. 

I see Senator Sparkman is here. 

I particularly want to ask you about certain matters, where there 
would seem to be some discrepancies between some of the answers 
that you gave us and certain information that the committee has. 
You might want to stand by your previous answer or you might want 
to change it. 

You are under oath, and I think that you should keep that in mind 
in regard to these particular questions. 

Mr. Awnsperry. I believe you testified this morning, Mr. Chase, 
that, since the commencement of the Federal Trade Commission 
hearings in 1954, your company had made no loans to other brokers 
or dealers. 

TESTIMONY OF MYRON L. CHASE—Resumed 


PROBLEMS OF THE SCRAP-STEEL INDUSTRY 


Mr. Cuase. That is correct. 

Mr. Ansperry. Dovyou wish to correct that answer? 

Mr. Cuase. I would like to correct it to say none that I know. Now, 
Luria is a big company. There might have been a very small loan 
that has not come to my attention. So far as I know, there were no 
loans. I would have to just say it is a matter of interpretation. 
Advances or moneys sent with a purchase contract in the scrap trade 
is an advance against shipment and not considered a loan. 

I don’t know how you classify that. That is a customary practice, 
to send money with a contract. 

Mr. Ansperry. Yes. But your testimony is that no loan of a sub- 
stantial amount of money for a substantial period of time was made 
to any associated broker or dealer. 

Mr. Cuasp. To my knowledge, I would still answer that in the 
same way. 

Senator Lone. We understand that that answer is incorrect, and I 
would suggest to you that, immediately upon returning, you check 
this matter carefully, because if you answer that question incorrectly, 
knowing you had been warned, you would be liable for it. Now, what 
is the next question you had in mind ¢ 

Mr. Ansserry. I believe you testified that this year on these dif- 
ferent Japanese shipments, Luria Bros. had 28 percent of the business? 

Mr. Cuase. That is correct, to the best of my knowledge. Every- 
thing that has been published or been given us—it might have been 
less than that, if other shipments were made that we did not know 
about. 

Senator Lona. Here is my latest information on that subject. Jap- 
anese purchased June 1959 for delivery in July to September 1959, 
31 cargoes of steel, Luria 16, total 31. Is that in accord with your 
understanding of it, of the June 1959 purchase for delivery in July 
to September 1959? 
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Mr. Cuasz,. No, sir; that is not my understanding. 

Senator Lone. My understanding is that there were 31 cargoes in 
June; Luria 16, Neu 7, Schiavone 4, Commercial Metals 3, Southern 1, 
total 31. That would be that you had 

Mr. Cuase. I stand on the original statement and, realizing every- 
thing that you just said before that that is not at all correct, that our 
percentage within a fraction or so is 28 percent. 

Senator Lona. On the June purchase. 

Mr. Cuase. On the June purchase, I know our percentage was under 
30 percent, and I said 28 percent this morning. 

enator Lone. My understanding was the Japanese purchased in 
March 1959—if you want to refer to some records, you may—Japanese 
purchased March 1959 for delivery from April to September 1959, 
110 cargoes, Luria 32. Would that be in accord with your 

Mr. Cuase. No, sir. There is a great deal of discrepancy here in 
the figures, Senator Long. I testified that our percentage was 28 
percent and I would like permission to submit a statement. 

— Lona. It doesn’t miss 28 very badly, but on the latter one 
it does. 

Mr. Cuase. The latter figures that you have I think are not correct 
and I would like, if I have your permission, to submit a full statement 
on the purchases as we know them, as they have been published by 
the Japanese steel companies since the beginning of the year. 

I testified on both of these from memory. 

Senator Lone. Yes. 

(The information requested was subsequently received and follows :) 








Export or Scrap py Luria Bros. & Co., INC., TO JAPAN DuRING 1959 


During my testimony I was asked certain questions concerning Luria’s per- 
centage of the total steel scrap exports to Japan from the United States during 
the year 1959 (transcript 210-211). Since I was testifying to these statistical 
matters from memory, I requested from the chairman and was granted permis- 
sion to submit a detailed statement on Japanese purchases since the beginning 
of the year. The facts are as follows: 





Total cargoes Cargoes 
ordered for | ordered for Luria per- 


Period for shipment shipment shipment centage of 
from United | from Luria! total 
States 
mn, Oia 00 nk Oe dd es uabanese 58 17 29 
te Ce G0 SEU of) ann chsbhs cndebddcbetandinneaphassaiem 54 16 30 
nh i) A, Cle BER. cs 6 Ss cocscuccdccdiedssccececcbdboasausen 286 31 36 
Ns arereta hr erereh tb antagctnsendtns meteudnsd 198 64 32 


1 No cargoes were ordered from any subsidiary of Luria. 
2In March 1959, the Japanese buyers ordered 55 cargoes for this quarter, which order was increased in 
June 1959 by 31 cargoes. In June the purchase for this quarter thus became a total of 86. 


Following the hearing I read the stenographic transcript, and it appeared to 
me that my answers to the chairman’s- questions, appearing at pages 211 and 
212, require amplification to show more clearly what I had in mind. It is quite 
true, as the chairman stated, that the Japanese in June 1959, ordered 31 cargoes 
for delivery during the calendar quarter of July 1 to September 30, 1959, of 
which Luria was ordered to supply 16 cargoes or slightly over 50 percent. How- 
ever, the Japanese action in June must be viewed in the light of the fact that 
they previously had 55 cargoes ordered for delivery during the same quarter 
of July 1 to September 30, 1959, of which Luria was to deliver 15. . Thus the 
total amount ordered for delivery during the quarter July 1 to September 30, 
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1959, was 86 cargoes, of which Luria was ordered to deliver 31 cargoes, or 36 
percent. Luria’s percentage of total orders for delivery during the first and 
second calendar quarters of 1959 having been 29 and 30 percent respectively, 
Luria’s percentage of the total of the three quarters was 32 percent, a figure 
which is within a few percentage points of my estimate of 28 percent. 

The figures in the table above relating to the number of cargoes ordered for 
shipment by Luria are based upon the books of Luria. The figures on total 
cargoes ordered for shipment from the United States are based upon information 
forwarded to Luria by its Japanese office. There is annexed hereto as exhibit 
A, a photostatic copy of a Japanese publication, Japan Metal Bulletin, dated 
June 9, 1959, which contains an article corroborating the statistics shown here- 
inabove for the calendar quarter of July 1 through September 30, 1959, which 
is the quarter concerning which particular question has been raised. 
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STATE or New York, 
County of New York, ss: 


Myron IL. Chase, being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 

Myron L. CHASE. 

Sworn to before me this 23d day of July, 1959. 

MARK J. MAGED, 
Notary Public, State of New York. 
Commission expires March 30, 1961. 


ExHIsBIT A 
[From the Japan Metal Bulletin, No. 926, June 9, 1959), 


STEEL PRODUCERS WORRYING ABOUT FOUNDRY PIG IMPORT 


Steelers who have concluded import contracts for some 110,000 tons of pig 
iron themselves are now worrying about import of cheap price foundry pig by 
dealers and consumers. 

Daigen Co., a dealer closely connected with Nakayama Steel Works, has 
recently imported 1,000 tons of foundry pig iron from South Africa at a price 
of $56 a tonC.& F. This means about 23,000 yen a ton including custom duties 
and transportation expenses on land. 

Our steeler’s foundry pig is now being sold at 28,000 yen a ton. So it seems 
just natural that the consumers circles are looking up to the foreign products 
at present. 

Besides, the import of that item is being conducted under the automatic 
approval system. And there is no way to suspend the import at present. 

The steelers who have imported pig for steel manufacturing are now seriously 
concerned about this disagreeable trend of foundry pig import. 


IMPORTED CONTRACTS FOR OLD CAST TOTAL 16,500 TONS FOR FIRST HALF YEAR 


The Ministry of International Trade and Industry has allocated $120,000 to 
Kubota Iron & Machinery Works for its import of 2,000 tons of scrap cast from 
America. 

MITI has already permitted Kubota to import 12,500 tons of that product 
and 2,000 tons for Kurimoto Iron Works. 

Therefore, a total of 16,500 tons of scrap cast has been permitted to import 
from America for the first half period of this fiscal year. 


SCRAP CARTEL DECIDES IMPORT SCHEDULES OF U.S. STEEL SCRAP 


The Steel Scrap Cartel A Group has finally decided schedules of allocation, 
shipment, and shipper’s share of 86 shiploads of steel scrap to be imported from 
the United States fur the second quarter of this fiscal year including additional 
import of 5 shiploads for the first quarter. 

According to the schedules, Yawata Iron & Steel Co. is the top allottee being 
scheduled to take 23 shiploads of the scrap, while those of Fuji Iron & Steel Co. 
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and Sumitomo Metal Industries Co. are reduced to 4 and 2 shiploads, respec- 
Peat shipments of the product from U.S. ports are centered on the August- 
September period, and about 60 percent of the total shippers’ share are taken by 
Luria Bros. & Co. (31 shiploads) and Hugo Neu Corp. (19 shiploads). 

Allocations by steeler (unit in shipload): Yawata 23; Fuji 4; Nippon Kokan 
614; Kawasaki 8; Sumitomo 2; Kobe 5; Nakayama 3; Toto 1; Amagasaki 3; 
Nippon Seiko 1; Nisshin 3; Osaka Seiko 1; open hearth steelers in Tokyo dis- 
trict (Nisso, Otani, Azuma, and Toshiba) 4%; Yamato 1; Mitsubishi 1; B 
group 5; C group 7; D group 5; E group 2; total 86. 

Shippers’ share (unit in shipload): Luria Bros. 31; Hugo Neu 19; Commer- 
cial Metal 10; Learner 6; National Metal 5; Southern Scrap 5; Schiavono- 
Bonomo 7; Schnitzer Steel 1; Finkelstein 2; total 86. 

Shipping schedule (unit in shipload): July, 9; August, 27; September, 26; 
October, 20; November, 4; total, 86. 

The import price seems to be $60 a ton c.i.f. Delivery is slated for September. 

Mr. Ansperry. Mr. Chase, you testified during a period of 10 years 

ou had acquired one steel company, one scrap company in Canada; 
is that correct ? 

Mr. Cuaskz. I said since 1949 we had bought one scrap facility. 

Mr. Ansperry. And that was what? 

Mr. Cuase. That is called Lax Bros. in Hamilton. 

Mr. Ansperry. And no others? 

Mr. Cuase. No; we had some discussion about the technicality and 
explained the physical assets. 

Mr. Ansserry. Did you not also acquire a company know as Lou- 
dee Bros. in Canada? 

Mr. Cuase. No, we did not. Loudee? No, wedid not. The answer 
to that question is we did not. 

Mr. Gorvon. Did you buy the assets of the company ? 

Mr. Cuase. We did not buy anything from Loudee Steel Corp. 

Senator Lone. You have no connections with that company ? 

Mr. Cuast. We have no connections with that company.’ 

Senator Lone. You testified you had no connections with the Hugo 
Neu Corp.? 

Mr. Cuasz. That’s right. 

Senator Lona. I assume you know that the Hugo Neu Corp. was 
mentioned in the FTC charges against Luria Bros. ? 

Mr. Cuase. Yes, Senator. They asked if we had 

Senator Lone. They investigated it and they apparently have taken 
the attitude that there is something apparently worth investigating. 

Mr. Cuase. At one time and it is all in the record of the Federal 
Trade Commission briefs, there were joint ventures, I believe, between 
sug Neu and Luria. I think the question this morning was whether 
we have any connection with Hugo Neu Corp., and I answered it no 
and I still stand by that answer. 

Senator Lone. Are there any major stock ownerships by common 
stockholders between your company and Hugo Neu? 

Mr. Cuase. No, absolutely no. Our company is a public corpora- 
tion. I don’t know of any holdings that Mr. Neu has in Ogden Corp. 
I don’t think they are mibatantialty-- 7 never heard of any if he has 
any stock. 

Senator Lona. You testified this morning that you had no connec- 
tion with the Colorado Fuel & Iron Co., and it turned out that the 
chairman of the board of that company is the principal stockholder 








1See par. (v) of Mr. Chase’ supplemental statement, . 71-72, which w i 
subsequent to the hearings. - . iboats 
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of your parent.company. Now, is there any similar situation like that 
between you and Hugo Neu ? 

Mr. Cuase. The only connection between Hugo Neu and our com- 
pany could be the fact that he may have and I would assume—I 
should not assume at all but so far as I know he has certainly no major 
interest in Ogden, and if there is any connections it is shares he holds 
in Ogden. I couldn’t testify to that. I have no way of knowing. 

Senator Lone. Will you seek to obtain that information? Between 
the two companies my guess is that you could arrive at some conclu- 
sion about that. If there are interlocking directorships or if there 
is a major common stockholder who might own a major share of stock 
in Ogden Corp., would you seek to find that out for me ? 

Mr. Cuase. I would like to say Senator, I don’t know.. I would have 
to ask Mr. Neu if he has any holdings in Ogden and what they are. 

Senator Lone. If you ever got into a proxy fight, for example, you 
would like to know who your stockholders are? 

Mr, Cuase. Right. 

Senator Lone. And my guess is that Hugo Neu would, too, if they 
had to fight it out to see who was going to be the president of the 
company ? 

Mr. Cuase. I will try to get the information. 

Senator Lone. Because, you see, a number of people have the 
impression that you and Hugo Neu are operating hand in glove. 
Whether that is true or not, I don’t know. The FTC seems to think 
they ought to investigate that and find out and draw some conclusions 
themselves. Now then, if you look upon yourself as having some 
contact with Hugo Neu, and you take those Japanese purchases, Luria 
with 32 cargoes and Neu with 24, that would amount to 56 out of 
110, which would be more than 50 percent for the March 1959 pur- 
chases. And if you look at the June 1959 purchases, Luria with 16 
and Neu with 7 out of a total of 31, that would be 23 out of 31 if those 
2 corporations were operating in concert. 

Now, if they are operating completely independently, that would 
have no significance as to what Neu got or didn’t get. But, that 
would tend to spell a picture if these two corporations were together. 

Mr. Cuase. | will corroborate my testimony of this morning and 
say, as far as the Japanese market or any foreign market is concerned, 
there is no connection at all between Luria Bros. and Hugo Neu. As 
far as stockholdings, I would have to get that information. 

Mr. Gorpon. Is there any tacit understanding between Hugo Neu 
and your company in the allocation of markets in Portland, Oreg. 
I understand that there is no competition between Neu and your 
company in that area. 

r. Coase. The answer to your question is absolutely “No.” There 
is no tacit understanding and among all the people who have testified 
here Mr. Neu is a very herd: aggressive, successful competent scrap- 
man. We engage in the fiercest kind of competition but there are 
no understandings either on the selling end or the buying end with 
the Hugo Neu Corp. I will put that in the record. 

Mr. Gorvon. You did, however, cooperate in the purchase of the 
Enterprise? 


1 See appendix II-C, pp. 169-170. 
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* Mr. Cuasz. We had a joint venture in the purchase of the /nter- 

prise. I told youl would supply the details as to whether we bought 

= together and then decided to have a joint venture afterward with 
eu.* 

Mr. Gorpon. What relationship do you have with Schiavone- 
Bonomo? Do they give you a certain payment for shipments over- 
seas? Are you their brokers? Or, are they completely independent? 

Mr. Cuasz. Absolutely not. Schiavone Bonomo would be in the 
same category as the Hugo Neu Corp. As far as the selling, as far 
as the buying, we are completely arm’s length competitors. At one 
time we were jointly with Western Steel appointed as purchasing 
agents in this country for the OCCF. When that was dissolved, we 
have never had any kind of an arrangement or understanding in the 
purchase or sale or any other joint venture arrangements with Schia- 
vone Bonomo. 

Mr. Gorpon. You have stated that, actually, the scrap that you 
supply to the steel mills is of superior quality to that which other 
companies offer; is that correct? 

Mr. Cuase. That is correct. 

Mr. Gorpon. And, consequently, you charge a higher price? 

Mr. Cuase. We do for the premium grades, for those grades that 
we do say are superior and the the mills acknowledge are superior. 

Mr. Gorpon. You get this steel from dealers, don’t you ? 

Mr. Cuase. Some of it. 

Mr. Gorvon. Now, the stuff that you get from dealers, would not 
be superior, of course, to what the other people sell, would it ? 

Mr. Cuase. Certainly it would. Scrap is all the same, but it is a 
matter of preparation. An automobile, with the upholstery, with the 
copper wires, with the radio and heater and everything else is com- 
pletely different from an automobile that has been incinerated and 
has had all the metal taken off. An automobile where you’re just 
talking about the body is a different product from an automobile that 
has the frame and the wheels and the heavier base. 

Senator Lone. Do you process this steel after you buy it? After 
you buy it from another scrap dealer, do you take the bundle apart and 
reassemble it ? 

Mr. Cuase. No; we buy the raw material from the scrap dealer. 
We could buy bundles from him for direct shipment to a consumer 
after it has already been compressed. But when we are buying it for 
our own presses in our yards, we buy the raw material. 

Actually, we buy a complete automobile that has been properly 
processed with all the contaminants removed and that is a different 

rade from just an automobile that you see in a wrecking yard. We 
oe a better grade of scrap that has already had some processing. 

Bériator Lone. And your position is that you are entitled to a etter 
price because you put this bundle together and you are in a position to 
guarantee that it is as good a grade of scrap as it should be. 

Mr. Cuaser. It is a position that we have to prove every time we 
ship a carload of scrap to the mill. 

hey have inspectors, they have metallurgists and they determine 
very carefully whether it is a premium grade. We have no under- 
standing. Each car and each ton of scrap stands on its own basis as 
being a superior grade. 


1 See appendix II-C, p. 168. 
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Senator, may I have just 10 seconds? I know there are other 
yaa and you have been very kind to let me come back so I could 

nish. 

I would like to make one statement. 

Senator Lone. You were not called back for your own convenience, 
Mr. Chase. 

Mr. Cuase. I appreciate that. 

Senator Lone. I know in your opening statement there you ex- 
pressed thanks to the committee’s courtesy in hearing you on this 
matter. I thought that that was somewhat of a misstatement or per- 
haps an unnecessary courtesy to the committee, because I know you 
did not think that thenb hearings were necessary to begin with. 

Mr. Cuase. I share in that. But I would like to just make this one 
statement. Until 2 years ago our peeaneny advertised normally as 
everybody else did in a publication called, I believe it is, Scrap Age 
Press. About a year and a half ago, for purely commercial reasons, 
because we saw no advantage at all in advertising in that particular 
magazine, Luria Bros., after our commitment and our contract had 
expired, did not renew our advertising. Since that time in Scrap Age 
Press and in this little sheet that I have seen here, there has been an 
attack on Luria Bros. I won’t get into whether it is unwarranted or 
raving or ranting or anything else but that attack I just want to 
point out has come about within the last 9 months, and the gentleman 
who writes it set himself up as the spokesman for the entire scrap 
industry. 

I would seriously refute that, and I would certainly refute some of 
the irresponsible remarks that were made. 

Senator Lone. You say Scrap Age Press? 

Mr. Cuase. The master publication. The magazine itself is called 
Scrap Age. That is the only place there is any advertising. 

Senator Lone. Is Mr. Oberman—— 

Mr. Cuase. He is the editor and publisher of that sheet. and the 
magazine Scrap Age Press. I would just like to point out that we 
withdrew our advertising and then this attack began. 

Senator Lone. Your feeling is that you might have been treated 
more kindly by Scrap Age if you had continued your advertising? 

Mr. Case. There ad never lens a word mentioned about Luria of 
an uncomplimentary nature while we were advertising, so I draw 
conclusions from that. 

Senator Lone. When did you withdraw your advertising ? 

Mr. Cuase. I don’t have the date. It was within the Tast 2 years, 
maybe a year and a half ago, whenever the contract ran out. Then 
there was a period nothing happened and then these attacks started. 
The attack started within the last 8 months. 

Mr. Overman. I rise toa point of personal privilege. Could I have 
the same 10 seconds that he had ? 

Senator Lone. I will hear you after he is through, Mr, Oberman. 

Mr. Oserman. I thought his 10 seconds were up. I’m sorry. 

Mr. Cuase. I just wanted to make that statement. 

Senator Lone. Thank you very much. 

Mr. Cuase. Thank you very much, Senator. 

— Lone. You wanted to catch an airplane, and you can go 
ahead. 
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Mr. Cuase. Am I excused ? 

Senator Lona. You are excused. Oh, Senator Schoeppel, I believe, 
wanted to ask one question. 

Senator ScHorrret. The question I was going to ask was: Can you 
supply for the record what your account was with them each year 
for the last 3 years before you quit? 

Mr. Cuase. With this publication ? 

Senator Scuorrret. With this publication. 

Mr. Cuase. Oh, yes, sir.’ 

Senator Lone. Mr. Oberman, I believe before we get any further 


we are going to let you conclude your testimony by defending your 
honor with regard to the statements made about you. 


TESTIMONY OF M. D. “MUSH” OBERMAN—Resumed 


Mr. Oserman. I appreciate this and I promise not to take out any 
time. 

Senator Lona. Since we have a quorum here I am going to ask you 
to be sworn like all the others. 

Do you swear to tell the truth ? 

Mr. OserMAN. So help me. 

Senator Lona. All right, go ahead. 

Mr. Oserman. Luria Bros. & Co. was an advertiser in Scrap Age 
and the name is not Scrap Age Press. That is the name of the com- 
pany. The name of the magazine is Scrap Age. It has been read for 
15 to 20 years. 

Mr. Chase ought to know better. I have a subscription in my pocket 
if he wants to subscribe and get that “thing” to read. It’s $35 a 
year and you can afford it, spending this $200,000 a year around here. 

Now, I had the power of this little pencil. Now, you have heard 
everything about inventory and presses and a-million-and-a-half-dol- 
lar investments, but all those boys back there at the press table. will 
back me up. 

All we have got is a little pencil and any time you take that pencil 
away from me, I ain’t got nothing. I ain’t got a thing and I want 
that in the record. Now, when Wright Patman came out with his 
committee and opened up this to everybody and said that Luria can- 
not be the only one to export, I commended him on the front page of 
my cover, even though Luria and Lipsett, Inc., and Lipsett Steel, Inc., 
and Luria Bros. spent anywhere from the $7,000 to $13,000 a year in- 
cluding art work in my magazine. 

Senator Lone, You mean that you criticized their policy before? 

Mr. Oznerman. I commended Wright Patman for opening up ex- 
port and letting my little boys who are dying, letting them export too 
if they had a chance. Of course, with Stassen and Maury Wolf there, 
their attorneys and all that kind of staff, we can’t get into that be- 
cause I’m only allowed 10 seconds. 

Then with the man on OCCF and Stassen—— 

Senator Lone. Which Stassen is that ? 

Mr. OpermMan. Harold Stassen, now candidate for mayor of the city 
of Philadelphia, the City of Brotherly Love. Now, Luria advertised 


1See appendix II-C, p. 168. 
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with me up until the time I printed that editorial, and brother, they 
pulled out lock, stock, and barrel. 

Senator Lone. You lost a pretty good account there, didn’t you? 

Mr. Oserman. A damn good account. It amounts to a lot of shoes, 
too, for the boys, but I wrote it because that is the way I felt. 

Senator Lone. It is good to get these matters straight. This com- 
mittee and the rest want to know the truth, even though some of it may 
be a little irrelevant to what we are after. Do you think you could find 
a copy of your magazine where you had Luria’s ad and also printed 
that editorial that you are referring to.* 

Mr. OsermMan. I have it in my briefcase. T just happen to have a 
few dozen copies of it. I also want to make my rebuttal remarks 
here, that Luria withdraw their advertising on December 31, 
1957. Mike doesn’t remember. His memory is short. He can remem- 
ber all the years and thousands and thousands of dollars but he don’t 
remember when he stops $350 a month. That is hard to remember. 

Now, I had a salesman with me that went a little haywire, went a 
little sour. He was more friendly with Luria than he was with me 
because he wanted to get the commission. 

He lost all the commission on Southwest steel. He lost the com- 
mission on Luria. He lost it on Lipsett, Inc. He lost it on Lipsett 
Steel products. I have the letters to show you withdrew our adver- 
tising at once so he worked and worked on them. I said “Howard, I 
don’t care what you do, this is my policy and nobody is going to pay 
to tell me what to write.” I have this little pencil and I am going to 
write it. 

And I got my company organized how I was going to continue to 
write. But one thing that Mike didn’t say, and why I asked for the 
privilege is that when I had my campaign ready to go, regardless of 
whether they advertised or not, for August 1958, Luria all of a sudden 
comes back into my magazine with a full page in color. 

Senator Lone. When was that? 

Mr. Oserman. That was in July of 1958. And, if the committee 
wants to wait, I will have my secretary bring it down here in the next 
15 minutes. 

Senator Lone. Why did they do that? 

Mr. OserMAn. Well, my salesman doesn’t leak down all this infor- 
mation “Mush is going to move to Washington, he is going to keep on 
Washington” so they sort of slyly slipped in this advertising, you see. 

Immediately they thought they could buy that pencil. They only 
kept it in 1 month to see what I was going to do, and the next months 
you can look on the cover of my magazine my picture was swinging 
from the Capitol Building my day in Washington and all I have got 
to say is that everything I write is the truth and it goes through the 


1See pp. 126-130. 
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U.S. mails and I can back up everything I say, and, if the committee 
wants to know any more, I will give it to them. 

Senator Lone. If you are not telling the truth you can be prose- 
cuted for perjury, Mr. Oberman. Will you show me that magazine 
which I asked you about where you have their advertising and an 
editorial that did not support their position in the same edition that 
you say was the last time they advertised over a long period ? 

Mr. OserMan. Well, they were told by their advertising agency 
not to pull out their ad. They let Lipsett and Southwest and a couple 
more of them pull out right quick but they stick theirs out for a 
couple more months. 

Senator Lone. I would be curious to see. 

Mr. Oserman. You want to see the editorial and the ad at the 
same time ? 

Senator Lona. Yes. 

Mr. Overman. We ought to have it in here if my wife didn’t throw 
my briefcase upside down. You want me to read part of that front 

art editorial ? 

Senator Lona. All I want to see is that magazine, sir. I just want 
to see that. 

Mr. Oserman. I have got parts of it here but the main part you 
want to see. This is August 1957 and it is continued on page 19 and 
there is page 19, and if you turn it over on the other side you will see 
the Luria ad big as you please. They whittled me down on the 
rates a little bit. 

Senator Lona. I must say, sir, that you surely told the truth. 
There it is. There is the editorial on the front page of the magazine 
and you turn the page and on the back side of the same page of the 
front cover is Luria’s ad. 

Mr. Operman. And I want to say that they were my biggest ad- 
vertisers, but there is so much a man with a scrap history can take. 
I stood there and took it and took it and as I traveled around last 
year—as sick as I am I traveled 132,000 miles by air, and, when I go 
round and see all my little dealers suffering because of Luria, I just 
couldn’t take it. 

The name of our firm is Three Sons Publishing Co. and I want to 
know after I die if I leave a magazine to the three sons if I left a 
magazine or a sheet, and I had to prove it to them right now. They 
are getting to the age where they are going to start college in about 
a year and I want to know if they should follow journalism or go see 
the moon. 

Senator Lone. I think the record should have this not just printed, 
I think we ought to make a plate of this and put the picture of this 
front cover on one side of the page, and on the other side of the page 
put the picture of the inside of the cover just to show whether this 
man appears to be an honest newspaperman or not. 


44358—_59——__9 
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[Back of front cover] 


GREAT MOMENTS IN THE HISTORY OF IRON AND STEEL MAKING 






Mississippi River Steamboats were first to use 
Kelly’s Boiler Plate ... This is the twentieth in a 
series of outstanding inventions and developments that bave 
contributed to the progress of the iron and steel industry. 





Willewn TKiolly 


1847... The First Converter 


They called him the “Crazy Irishman” because he tried to blow cold air on molten iron and 
convert it into steel, In 1847 —nine years before Bessemer, Kelly completed his first converter. 
It was a failure, but Kelly had tenacity. 

By 1851, Kelly's converters were producing blooms of “high repute”, rather than steel. His 
boiler plate, however, was used by steamboats on the Ohio and Mississippi years before similar 
iron was used for boiler plate in England. But Kelly was not satisfied to just produce hard-to-work 
“run-out” iron. Kelly's sights were set on producing a malleable iron. Disappointment followed 
disappointment. The converters would work one day .. . fizzle out the next. 

Time was running out on William Kelly, but not destiny. Twenty years after his original exper- 
iments, an American company, with the aid of the Mushet process, finally succeeded in producing 
the first truly commercial “Kelly” steel — far superior to any previously made of iron. 

Our personnel, equipment, experience and strategically located offices will prove extremely 
valuable in supplying you with scrap of known analysis to produce the special steels you require. 
We welcome your inquiry. 


CONSULT OUR NEAREST OFFICE FOR THE PURCHASE AND SALE OF SCRAP 


LURIA BROTHERS AND COMPANY, INC. 


MAIN OFFICE "2: OFFICES 


PHILADELPHIA NATIONAL BANK BLDG. 


Philedeiphio 7, Penna. 
PLANTS 


BIRMINGHAM, ALA 
BOSTON, MASS 
BUFFALO, N.Y 
CHICAGO, ILLINOIS 


HOUSTON, TEXAS 
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LEBANON, PENNA. 
LOS ANGELES, CAL. 
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PITTSBURGH, PA 
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READING, PENNA 





L 
LEBANON, PENNA. DETROIT (ECORSE), ¢ | CINCINNATI, OHIO] =MEMPHIS, TENN. ST. LOUIS, MISSOURI 
READING, PENNA. MICHIGAN CLEVELAND, OHIO NEW YORK, N.Y. SAN FRANCISCO, CAL. 
MODENA, PENNA, PITTSBURGH, PENNA. DETROIT, MICH SEATTLE, WASH. 
ERIE, PENNA. *3 In Canada MONTREAL, QUEBEC — HAMILTON, ONTARIO 


EXPORTS-IMPORTS LIVINGSTON & SOUTHARD, INC. 99 Park Ave., New York, N.Y. Cuble Address: FORENTRACO 


LEADERS IN IRON AND STEEL SCRAP SINCE 1889 


ett & 








128 PROBLEMS OF THE SCRAP-STEEL INDUSTRY 


{From the Scrap Age—Waste Age, August 1957, p. 19] 


Export Scrap Sates Now Open To ALL—INDUSTRY GAINS NEW AGREEMENT 
Witu ECSC AGENCY 


Reopening of the competitive spirit in the sale of scrap iron to the OCCF, pur- 
chasing agency of the European Coal and Steel Community, is proof that dili- 
gence and continuing effort will succeed. 

Announcement of the resumption of the competitive basis in scrap export sales 
was announced recently in the U.S. House of Representatives by the Honorable 
Wright Patman, Democrat, of Texas. 


EFFORTS CONTINUE 


While the current agreement with the ECSC covers only the scrap iron in- 
dustry, continuing efforts are being made in behalf of other scrap metals for the 
resumption of competitive sales. 

In making the announcement of the agreement before the House, Representa- 
tive Patman said: 

“It appears that all members of the U.S. scrap industry are now to have an 
opportunity to compete and to participate in supplying steel scrap to the OCCF, 
which is the central scrap purchasing agency for the steel industries of the six 
European countries making up the European Coal and Steel Community. 

“This is an important forward step for the U.S. industry; it is a step which 
will help to keep the U.S. industry open and freely competitive, a condition 
which provides the best assurance that small firms will survive and prosper. 

“T have reported previously on the interest which the House Small Business 
Committee has had in the arrangements that the European Coal and Steel Com- 
munity has recently been making to adopt more competitive practices and less 
discriminatory practices for purchasing iron and steel scrap from the United 
States. 

“As the members know, the House Small Business Committee has been inves- 
tigating problems in the scrap industry, particularly in the export phase of the 
business, over the last several months. 

“This committee, of which I am honored to be chairman, selected by Speaker 
Sam Rayburn, is composed of the following members: Hon. Joe E. Evins, Demo- 
crat, of Tennessee; Hon. Abraham J. Multer, Democrat of New York; Hon. 
Sidney R. Yates, Democrat, of Illinois; Hon. Tom Steed, Democrat, of Oklahoma: 
Hon. James Roosevelt, Democrat, of California; Hon. Charles H. Brown, Demo- 
erat, of Missouri; Hon. William S. Hill, Republican, of Colorado; Hon. R. Walter 
Riehlman, Republican, of New York; Hon. Horace Seely-Brown, Jr., Republican, 
of Connecticut ; Hon. William M. McCulloch, Republican, of Ohio; Hon. Timothy 
P. Sheehan, Republican, of Illinois; and Hon. Craig Hosmer, Republican, of 
California. 

“In my last report to the House on July 11 I outlined the developments since 
our committee’s hearings in May and June, and included the text of a communi- 
que from Mr. Rene Mayer, the president of the high authority of the European 
Coal and Steel Community. This communique reported that the high authority 
would meet on July 11 to work out detailed procedures and criteria for pur- 
chasing scrap in the United States, so as to assure that such purchases would be 
made on a nondiscriminatory basis and on the basis of normal commercial 
considerations. 

RESULTS OF JULY 11 MEETING 


“The meeting of the high authority appears to have been quite successful 
to its purpose. Our committee has a letter of July 18 from the State Depart- 
ment, transmitting a new communique setting out the purchase policy which 
the OCCF will follow in the future in obtaining scrap from U.S. sources. 
Whereas previously the OCCF has purchased all of its scrap requirements from 
the United States exclusively from a small combine of American firms who 
entered into a joint contract with the OCCF, it now appears that the OCCF 
will accept offers from all American dealers who are otherwise qualified, and 
that the OCCF will, moreover, make its purchases solely on the basis of which 
dealers offer the most favorable terms and prices. 

“This does not mean, of course, that American scrap dealers will sell all of the 
scrap that they might like to sell to Europe, nor that the OCCF will be able to 
purchase as great a tonnage as it might like from the United States. During the 
past year and in the present year officials of our Government have carried on 
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discussions with the OCCF concerning the maximum tonnage of scrap which will 
be imported from the United States in the year ahead, and, by means which 
are not too clear, reaching an understanding with the OCCF concerning a ‘vol- 
untary quota,’ which quota is to be the maximum tonnage that the OCCF will 
purchase in the year ahead. The same procedure has been followed with refer- 
ence to exports to the United Kingdom and with reference to exports to Japan. 


WILL WATCH DEVELOPMENTS 


“What the new OCCF purchasing method means, however, is that all U.S. 
firms will have an opportunity to compete on a nondiscriminatory basis for 
whatever business in iron and steel scrap the OCCF does in the United States. 
At least this is what the new purchase method appears to mean; of course, the 
proof of the pudding is in the eating, and, as we all know, well-meaning policies 
and the administration of those policies sometimes differ. 

“Our committee will, of course, continue to keep informed on the actual devel- 
opments under the new purchase methods, and we will, of course, be keenly in- 
terested in observing what effects the new purchase methods have. In addition, 
the committee has had requests that an investigation be made into certain do- 
mestie aspects of the U.S. scrap industry. The committee has this matter under 
consideration and will, I think shortly, reach a conclusion as to what should 
be done. 

TEXT OF LETTER 


“The State Department’s letter of July 18, which includes the full text of the 
most recent communique from the European Coal and Steel Community, is as 
follows: 

“*Reference is made to my letter of July 10, 1957, which contained an un- 
official translation of a communique issued by the high authority of the Euro- 
pean Coal and Steel Community, dated July 4, 1957. 

“‘The communique stated that the OCCF Council was going to meet in 
Luxembourg on July 11 to complete the drafting of directives setting forth the 
principles “under which the commercial policy for scrap purchases in the United 
States should be conducted.” ‘This meeting has now taken place and a press 
communique, dated July 11, 1957, has been formally conveyed to the U.S. 
mission to the European Coal and Steel Community. 

“The text of this press communique is as follows: 

“**As has been announced in the high authority press communique of last 
July 4, a meeting took place in Luxembourg on July 11 between President 
Rene Mayer and members of the high authority and the six chiefs of dele- 
gation of the common office of scrap consumers headed by President Bentz 
Van Den Berg. This meeting led to the following conclusions : 

“*«Dhe high authority acknowledges that the purchase of important scrap 
tonnages in the United States raises special problems. Whatever may be the 
special conditions under which these purchases are effected in the United 
States, it is essential that in the purchase program of the common office all 
discrimination or restriction be excluded and that this program be planned 
so as to give all suppliers of the common office equal chances of competition : 

“*“The objective of the purchase policy of the common office shall be— 

“*«(1) to pursue a program insuring to all participating enterprises a 
steady supply of scrap; 

“*“(2) to assume the responsibility of obtaining for these enterprises 
the necessary scrap tonnages within the limit of those which the United 
States is prepared to export to the countries of the community. 

“*«(3) to endeavor to buy scrap at the most favorable conditions and 
prices: 

“* “With regard to scrap purchases in the United States the common 
office shall follow the general principles mentioned hereafter : 

“47. All scrap dealers of the United States shall be entitled to make 
offers under the same conditions to the common office. The latter shall 
take into consideration, on the same terms and without any discrimi- 
nation whatsoever, any offer made by any scrap dealer of sound repu- 
tation (honorablement connu) ; 

“««“ When examining the offers that will be submittd to it, the 
common Office will have to be guided by concern for supplying the enter- 
prises with scrap under the most favorable conditions. The criteria to 
be taken into consideration shall be, notably, the following: (@) Prices 
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and other conditions relating to prices: (6) comparability and regu- 
larity of quality; (c) date of delivery; (d) dependability and regularity 
of shipment ; 

“«««3,. When concluding agreements with any scrap dealer, the com- 
mon office shall refrain from any discriminatory or restrictive policy; 

“« «4 The common office shall not enter into a contract, an agreement, 
or a convention with any dealer that would compel it to grant him a 
fixed percentage of the total of its purchases; 

“«««5. Taking into consideration the commercial criteria listed above, 
the common office shall insure, to the widest extent possible, the mainte- 
nance of conditions of normal competition among American scrap sup- 
pliers of the Community ; 

“<«*The common office shall inform the American scrap dealers con- 
cerned of the principles mentioned above; 

“«e~The representatives of the high authority to the common office 
shall be put in a position to know at any time scrap sale offers made 
to the common office by American scrap dealers. At their request they 
shall be informed of the reasons why these offers have been accepted or 
rejected.” 

“If we can be of any further service to you, please do not hesitate to call upon 


us. 





*“**Sincerely yours. 
. ’ “*JoHN S. HOGHLAND II, 


“ ‘Acting Secretary for Congressional Relations.’ ” 

Senator Lona. Is there anything else you would like to add for the 
record, sir? 

Mr. Oserman. I would like to submit to you tomorrow—I guess it 
is too late today—a copy of the July 1958—if you will notice that is 
August 1957. Their last ad appeared in December 1957, but in July 
1958 they came back with their advertising. They tried me with a 
color page 

Senator Lone. You look like a much more reliable witness now, Mr. 
Oberman, than you did when I first read your ad this morning. 

Mr. Oserman. Wait until you see my magazine tomorrow. It has 
got your picture all over the cover.? 

Senator Lone. I think that for the record you should give this 
committee a statement of what ads you believe, what advertising 
appearing in your magazine you believe Luria Bros. is in a position to 
control. You can include the date, where it is, when you took the 
attitude that Luria Bros.’ practices were unfair and were crushing 
the independent dealers. I think you should also put in the dates 
when these people withdrew their advertising. I don’t say that Luria 
Bros. did anything wrong. A man has a right to pull his advertising 
out of a magazine if he doesn’t like what it is saying. 

Mr. Oserman. Oh, absolutely. 

(The information referred to was subsequently received and 
follows :) 

Last dates Luria Bros. and its subsidiaries had ads appearing in Scrap Age: 

Luria Bros., December 1957. 

Lipsett, Inc., November 1957. 

Lipsett Steel Products, Inc., December 1957. 

Southwest Steel, Inc., May 1958. 

Senator Lone. But the charge, in effect, has been made here that 
your editorial position was taken because these people withdrew their 
advertising, and I do think that, inasmuch as that reflection was made 
upon you as a man and upon your magazine, you have a right-to de- 
fend your honor and a right to show that it worked the other way 





1The magazine referred to was subsequently received and retained in committee files. 
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around, that you took an editorial position which you felt your con- 
science required you to subscribe to and they withdrew their advertis- 
ing because you did what your honor required you to do, and that it 
cost you a considerable amount of money. You contend that it wasn’t 
the other way around, it wasn’t your trying to punish them 
because—— 

Mr. Oserman. No, you see if I had written it then, it would have 
been the other way around as Mr. Chase tried to show. I corrected 
the record for the committee. 

Senator Lone. I think you have corrected that record, sir. Now, 
is there anything else that anyone wants to ask Mr. Oberman before 
we excuse him as a witness? 

Thank you very much. 

Mr. Operman. Thank you. 

Senator Lone. Arnold Bauman, did you ask to be heard 2 

Mr. Bauman. Mr. Chairman, Mr. Chase, as I believe you know, 
had to make a plane to New York and I would ask the same privilege 
that the committee has previously extended to him; namely, to reply 
to this last statement of Mr. Oberman as you have previously granted. 

Senator Lone. We will now get to this witness whom we have 
kept waiting all day. Let me just ask this question. I know that 
these people, these representatives of the steel companies, some of 
them were not anxious to come and came only because some of them 
were urged very, very strongly to be here, and they have been asked 
to wait all day. 

Ordinarily I would call the Bethlehem witness next, but I am 
informed that the representatives of United States Steel has to make 
an airplane. If the representative from Bethlehem does not have 
to make an airplane, if he could stay for, perhaps, the next half hour, 
I would rather call the United States Steel witness to accommodate 
him. Whois here from Bethlehem ? 

Mr. Brorker. That is perfectly all right, Senator. We have 
already canceled the airplane ticket. 

(Discussion off the record.) 

Senator Lone. Here is a group of questions I want to ask the rep- 
resentatives of the steel companies. I have a copy of the questions, 
which I shall give to the representative of Granite City. 

Please take them and answer them in your own language if you 
would, sir. 

Do you swear to tell the truth ? 

Mr. Bascoms. I do, Mr, Chairman. 


TESTIMONY OF WILLIAM R. BASCOMB, VICE PRESIDENT OF 


FINANCE AND LAW, GRANITE CITY STEEL CO., GRANITE CITY, 
ILL. 


Mr. Bascoms. I would like to correct two figures set out in response 
to your questionnaire, Senator Long. 

In response to your question No. 2, under the column “The first 
5 months in 1959,” the first figure should be 21.2 percent rather than 
18.3 percent, and the second figure should be 18.9 percent rather than 
81.7 percent.? 


1a App. II-C, pp. 166-168. 
ca corrected figures are included in the answers to the questionnaire in app. I-B, 
P. s ’ 
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Those were inadvertent and to some extent typographical errors. 

Now, would you like me to read into the record the questions you 
have just handed me? 

Senator Lone. No. You don’t need to read them. Just look at 
them and we will just print the questions and you just give me your 
answers. If you wish, you may read them. Just suit yourself, but 
I am going to let you go ahead and conduct your own ‘testimony. 

(The questions referred to follow :) 

1. Does your firm expect to decrease use of open market scrap in the future, 
particularly open market obsolescent scrap as distinguished from industrial 
scrap? 

2. Are there tie-in sales in form or in effect between your firm and your man- 
ufacturing customers; that is, selling steel on condition that you get the indus- 
trial scrap resulting from processing it? 

3. Is it possible to effect price differentials for steel sold to various customers 
by price adjustments to these customers on the scrap you get back from them? 
Is this done in your firm? 

4. Do you handle this “reciprocated” scrap through a dealer or a broker? If 
neither, do you handle it on a direct basis? If through a dealer or broker, do 
you participate in the designation of the dealer or broker? 

5. Please supply us with the percent of your open market scrap bought from 
Luria annually since 1954 to the first 5 months of 1959. 

6. The dominant tone running through a large part of the House hearings (see 
p. 310), especially part II, is that there is and there will be a shortage of heavy 
melting scrap (1956-64) and this fact has special significance for our defense 
position. Does this situation still exist? If not, why not? Is scrap still consid- 
ered important for national defense? 

7. What is the possibility of buying scrap when prices are low and stockpiling 
it for time when you need it? This will keep scrap prices fairly stable. This 
will entail a change in purchasing habits. 

8. Granite City only: Bought only 0.3 percent from Luria in 1949; about 60 


percent in 1950; and 100 percent in 1951 and since. Why the rapid change? 
What did Luria have to offer? How did it aid you? 

Mr. Bascoms. In order to expedite the matter, our answer to this 
first question has been set out, in part at least, in our answer to the 
sixth question, I believe, of the questionnaire you sent us. To repeat, 
in the immediate future we do expect to increase the percentage of 
obsolescent scrap in the melt. For the longer period the picture is not 
clear. 

On the one hand there may be no change in the percentage of pur- 
chased or obsolescent scrap used in the melt. On the other hand, in 
the event some of these dramatic changes in technolovy than nave pr: 
ently under experimentation in the industry and the subject of consid- 
erable research satisfy our company with respect to their economies, 
there might be a substantial—and this is with reference to a longer 
term than the next 2 or 3 years—a substantial decrease in our use of 
obsolescent scrap. 

My answer to the second question is that there are no tie-in sales 
between Granite City Steel Co. and our manufacturing customers, nor 
have there ever been, to my knowledge, whereby sales of steel are con- 
ditioned on the return or the reciprocation of industrial scrap result- 
ing from the use of the steel sold. 

My answer to the third question is that the question is academic 
because it assumes that the answer to the second question would be in 
the affirmative. 

My answer to the fourth question, likewise, is that it is academic 
because it assumes an affirmative answer to the prior question. 
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My answer to the fifth question is substantially 100 percent of our 
scrap has been obtained. Of our open-market scrap 100 percent has 
been obtained from Luria since 1954 to date. 

Senator Lone. Why is that? 

Mr. Bascomn. Because of the policy to which Mr. Oberman had 
reference. His reference was somewhat different from our conception 
of the facts, and this is the subject of inclusion in the transcript in 
the Federal Trade Commission proceeding. In 1952, it is my recollec- 
tion of the—let me answer the question this way. Would it expedite 
matters if I should tell you that this is fully reported in the tran- 
script of the Federal Trade Commission proceedings ? 

I would refer you to that in order to expedite the answer to this 
question. 

Senator Lone. Allright. Go ahead. 

Mr. Bascoms. My answer to the sixth question would essentially 
be that I am not sufficiently informed to do any more than speculate. 
Iam not familiar with the Rives hearings referred to. 

Senator Lone. Let me ask you the latter part of that question. Do 
you think that scrap is still important for national defense ? 

Mr. Bascoms. Yes, I do. 

Senator Lone. All right. 

Mr. Bascoms. Assuming the continuation of the present tech- 
nology. 

Senator Lone. Since you qualified that answer let me just say that 
the thought occurs to me that, even if you are getting these higher 
grade ores from Venezuela, Liberia, a elsewhere, in the event that 
we had to fight a war and had 450 Russian submarines out there 
sinking our shipping, we wouid have to rely upon the stuff that we 
could find ready at hand, and it would seem to me we would need 
scrap more then than we would in normal times. Wouldn’t that 
seem logical to you? 

Mr. Bascoms. It would on the statement, and this would just be 
my speculation, Senator Long. On the other hand it seems to me 
just as logical to assume that the importation of foreign ores has 
resulted in a conservation of existing ore deposits in this country. 

Senator Lona. Yes. 

Mr. Bascoms. Which would then be available. 

Senator Lone. One reason for going overseas for so much of it, 
though, is that you are running low on your high grade ores in the 
United States, aren’t you? 

Mr. Bascoms. That isn’t my understanding. 

Senator Lona. If you are getting down to using taconite, and stuff 
like that, which at first blush was not regarded as a good material—— 

Mr. Bascom. I can just speculate industrywise. In our experience, 
the ores that we import, that Granite City Steel Co. has in the last 
year or so, have been concentrates which are subject to sintering. 

Senator Lone. Just as a national defense matter, suppose we found 
ourselves at war and somebody dropped a bomb on the locks at Sault 
Ste. Marie and dropped a bomb on those locks on the St. Lawrence 
and you had those knocked out for you and you could not get ore 
through those two locks and you had your sea lanes cut off from 
Venezuela and all the other sources. How important would scrap 
be to your industry ? 
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Mr. Bascoms. Metallics would remain very important to us in the 
event of any such devastating experience. I would think the col- 
lection of scrap would be disrupted too. 

Senator Lone. The Army Engineers once told me that, from their 
point of view, the locks at Sault Ste. Marie are the most vital trans- 
portation point in America. The tonnage there is the highest in the 
world, I understand. You have to get your ore from the mills and 
elsewhere on the Great Lakes. If you had those locks knocked 
out—— 

Mr. Bascoms. Senator Long, I am not prepared to substantiate any 
real qualification to the statement that scrap remains a matter of 
consequence to national security. 

Senator Lone. Thank you. 

Mr. Bascoms. My answer to the seventh question is a reaffirmation of 
what Mr. Adams has said. The stockpiling of scrap does present 
the problem of deterioration by virtue of their storage. In addition 
to that, the management financially of a substantial inventory of a 
commodity as expensive and as important an ingredient in cost as 
— presents problems in that area teo. In other words, we would 
much rather not stockpile. 

Senator Lone. That eighth question is yours alone. 

Mr. Bascoms. This is to me specifically. The answer to this ques- 
tion, which refers to our adopting a policy of relying entirely on 
Luria, likewise is set out in full in the transcript of the proceedings 
in the Federal Trade Commission hearing, and I would refer you to 
that in order to expedite the answer to this question. 

Senator Lona. I will accept that answer. 

Mr. Bascoms. Thank you. 

Senator Lone. I do want to ask you about this. In the House 
testimony there is a Mr. Ralph Michaels who testified on page 282, 

art II, of that hearing that at a meeting of scrap suppliers held at 
Granite City, Mr. Marshall, then president or chairman of the board 
of Granite City Steel Co. said— 

Gentlemen, the management of the Granite City Steel Co. appreciates the 
scrap you have given us—the service you have given us; but, for reasons be- 
known to ourselves, we feel that henceforth all purchases of scrap will be 
done through Luria Bros., and we would certainly appreciate your cooperation. 

What are those reasons ? 

Mr. Bascoms. One, I wasn’t present when that conference occurred. 

Senator Lone. “For reasons beknown to ourselves.” We could ask 
Mr. Marshall, but, if you can answer for him, it will save us the 
trouble. 

Mr. Bascoms. Well, Mr. Marshall died and, consequently, he is not 
available. 

Senator Lona. There are undoubtedly more executives than you in 
the company, and, if you don’t know, somebody else ought to know 
something about it. 

Mr. Bascoms. I wasn’t in the employ of the company at that time, 
either. However, I was counsel representing the company, and, al- 
though I will qualify it this way, I don’t know what Mr. Marshall 
had in mind if he made that statement when he made it, but gen- 
erally speaking the reasons that prompted the decision in this con- 
nection, which, as I say, have been fully set out in the Trade Commis- 
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sion transcript, were the unsatisfactory services that was being and 
had been for several years afforded by the several sources of supply 
that the company was relying on, unsatisfactory service in connection 
with quality and ea and delivery. 

Those essentially were the reasons that were regarded as decisive. 

Senator Lone. Of course, that statement doesn’t sound that way 
and you are not bound by it, as it is not your statement, but this quo- 
tation says— 

Gentlemen, the management of the Granite City Steel Co. appreciates the 
scrap you have given us—the service you have given us—appreciates—it. 

The company felt kindly toward them about it. 

Mr. Bascoms. I don’t know whether that statement was made. As 
you point out, if the statement was made, there is a contradiction. 

Senator Lone. It is contradictory to what you said here. I believe 
that that was sworn testimony, too. Here it is, Mr. Ralph Michaels. 
This man apparently raised his hand to heaven. He came to Wash- 
ington. If he was lying, he surely was inviting himself to go to jail 
for it. Here it is: 

Mr. CHAIRMAN. The committee will come to order. Our first witness is Mr. 
Ralph Michaels. Mr. Michaels, do you swear that the testimony you are about 
to give is the truth, the whole truth, and nothing but the truth, so help you God? 

Mr. MicHAELs. I do. 

So, apparently he felt that there was enough to it to come here, to 
come to Washington and swear under oath that that is what was said 
at that meeting. 

He was there and he said that there were other people there besides 
himself who heard it. Now, would you care to amplify your answer 
on that ? 

Mr. Bascoms. What is your question, Senator Long? 

Senator Lone. I would like to know: What are these reasons? 
Now, you say that, apparently, the company did not think they were 
giving enough service, but in this statement to these people this man 
swears under oath that this officer of your company, I assume the 
president, said that the management of the “Granite City Steel Co. 
appreciates the scrap you have given us—the service you have given 
us, but, for reasons beknown to ourselves, we feel that henceforth all 
purchases of scrap will be done through Luria Bros.” 

Now, I was aie you what were some of those reasons, and you 
said you were not satisfied as to the type of service you were getting. 
Yet, the statement in itself says “Thank you for that fine service you 
have given us fellows, but goodbye, my honey, I’m gone.” 

Mr. Bascoms. Well, those are the reasons. I stand by that answer. 

The explanation of it apparently, the apparent contradiction within 
the context of that statement, of course, would occur to me as being 
simply this: That on that occasion Mr. Marshall wasn’t anxious to get 
into a series of recriminations with these fellows, and that this 
was, perhaps, less than a completely frank but, nevertheless, an effec- 
tive way to get over a somewhat embarrassing situation. 

Senator Lone. Any further questions ? 

Thank you very much. 

Mr. Bascoms. I may be excused ? 
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Senator Lone. Yes, sir; and I hope you make your airplane. | If it 

is going to be close, let us know and we will ask them to hold it for you. 
vext I will call the witness from United States Steel, because I 

believe he has a similar time problem. 

Sir, if you would, can you just take that same list of questions? 


TESTIMONY OF RALPH C. MOFFITT, VICE PRESIDENT OF PUR- 
CHASES, UNITED STATES STEEL CORP., PITTSBURGH, PA. 


Senator Lona. I believe you will find that some of those questions 
presume an affirmative answer to the previous question. If you are 
going to answer “no” to the previous question, you can just skip it 
and say that that question is no longer pertinent. 

Mr. Morrirr. Thank you. 

I am vice president of purchases for United States Steel Corp. My 
office is in Pittsburgh, Pa. If I may, I would like to read the question 
and then answer. 

Does your firm expect to decrease use of open market scrap in the future, par- 
ticularly open market obsolescent scrap as distinguished from industrial scrap? 

As is indicated on the note here, Mr. Chairman, I believe our state- 
ment covers the point that we simply cannot, particularly with as 
many plants and facilities as we have, it just is not possible to predict 
what the balance will be. Secondly: 

Are there tie-in sales in form or in effect between your firm and your manu- 
facturing customers, that is, selling steel on condition that you get the industrial 
scrap resulting from processing? 

There are no tie-in sales at all. 

Is it possible to effect price differentials for steel sold to various customers 
by price adjustments to these customers on the scrap you get back from them? 
Is this done in your firm? 

Mr. Chairman, it is not done in our firm, and, under no circum- 
stances, do we pay an industrial account a price higher than we pay 
a broker, and, actually, in developing some quick figures before com- 
ing down here, I find that we purchase about 60 percent of our 
paeaei! scrap through brokers, which is quite contrary to what you 
heard here this morning in the case, apparently, of other situations. 
As far as United States Steel is concerned, about 60 percent of our 
purchases of industrial scrap come through brokers. 

I would also like to say that on the remaining 40 percent, how that 
is handled is at the election of the industrial shipper. We purchase 
the scrap as offered. If it is offered by or through a broker, we 
purchase it that way. If it is offered direct, we purchase it that way. 

Do you handle this reciprocated scrap through a dealer or broker? If neces- 
sary, do you handle it on a direct basis or do you participate in the designation 
of a dealer or broker? 

I think I have answered that, but, for the latter part, we do not 
participate in the designation of the dealer or broker. 

Please supply us with the percent of your open market scrap bought from 
Luria annually since 1954 to the first 5 months of 1959. 

Mr. Chairman, I would like to say this on that point, and it is part 
of the Federal Trade Commission record previously referred to, 
that we compiled detailed statistics that involved literally thousands 
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of man-hours of clerical time to sort all these invoices. because there 
is no purpose in the operation of our business to carry this kind of 
information forward. Now we have done that. By “we” I mean 
our accounting department, statistically and clerically as accurately as 
we know how to do it. 

If it is agreeable to the chairman and the committee, I would like 
to state that a projection of the figures from 1945 through 1954 would 
reflect, I am sure, the experience in terms of our purchases from Luria 
in subsequent periods, and I also have the view that actually their 

articipation in our purchases has decreased since that time. Now, 
if that is adequate, I would appreciate it very much because it is an 
extremely involved job. 

As I remember, when this work was done for the Federal Trade 
Commission, it was months of time of clerical forces all over the 
country taking invoice by invoice, piece of paper by piece of paper 
because we simply have no business purpose for accumulating the 
information and having it at our fingertips. But, 1 can submit for 
the record a statement with all the information we have on the sub- 
ject, taken from the Federal Trade Commission record, and make 
this general statement of our situation on this question. 

(The information referred to follows :) 

55. The Geneva plants of United States Steel began buying scrap in 1947, 
less than 2,000 gross tons, but none was obtained from Luria in that year. The 
quantities, in gross tons, purchased by these plants from all sources, from 
brokers and dealers, and from Luria during the years 1948 through 1954, 
together with the percentage of broker-dealer scrap supplied by Luria, are shown 
in the following tabulation (CX 959-Z-48) : 








Luria and subsidiaries 
Total 











| | 
Year } Potal broker and | 
| dealer Percent of 
Total broker- 

| | | dealer scrap 
ee eee ees 24, 374 | x $76 | 5, 997 24.6 
Da Ssddtecedcsepenescevweets Jacbdebalinaonda 73, 630 73, 630 | 69, 633 94.6 
BOGD.. .. 2. 2nncvcccencecnc ecco ence nene-ne-sne- 62, 379 62, 379 45, 168 72.4 
ee | 117, 141 | 116, 115 | 73, O85 63.7 
1952.- Side beh ae hdr sa ctu eeukeedennatn de 124, 180 | 108, 137 74, 715 69. 1 
BP OLS. Ghd lintatdecabpbaewasas scot ensbcoe 111, 396 95, 973 85, 878 89.5 
NS so scdId6 che aSab ee bhi de ellideno | 59, 862 38, 898 36, 511 93.9 


| 


Source: Excerpt from FTC docket No. 6156, In the Matter of Luria Bros. & Co., Inc., a corporation, et{al.— 
Findings of fact, conclusions of law, and order to cease and desist proposed by counsel supporting, the 
complaint. 


Senator Lone. You are prepared to state under oath that, to the 
best of your knowledge, a projection would indicate that Luria had 
actually a smaller than a greater percentage of your business? 

Mr. Morrirr. Yes, sir, I am. As a matter of fact, the statistics 
that were developed show, starting around 1949, their participation 
in our purchases had declined right into 1954, and my judgment is 
that they have remained there or declined even a little further. 

_I would also like to state for the record that, in some of our major 
districts, major districts of purchase, the Chicago area, for example, 
that in the last year for which statistics were compiled, Luria Bros. 
and subsidiaries and associates supplied 1.6 percent of our purchases 
of scrap, a relatively very small percentage, and in the intervening 
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period up to the present time, their participation in that area, I do 
not believe, has substantially increased. 

Senator Lone. I hope you understand that this committee is not 
here to try to badger you into doing less business with Luria. 

Mr. Morrirr. No. 

Senator Lone. That is not what we are looking into. 

Mr. Morrirtr. I appreciate that, but on your question with respect. 
to my projection, I am as sure as I can be that the projection is 
reasonable. 

Senator Lone. I just did not want anyone in this room—I know you 
didn’t—I did not want anyone to get the ae we were trying 
to badger U.S. Steel or anyone else into taking business from one 
customer and giving it to another. If there is violation of the law, 
we wish to know about it and make recommendations, but we are not 
here to tell you where to buy your scrap. I hope you understand that. 

Mr. Morrrrr. I am reporting this just as it has occurred. This is 
just a normal business situation. 

Question 6. The dominant tone running through a large part of the House 
hearings, especially part II, is that there is and there will be a shortage of heavy 
melting scrap and this fact has special significance for our defense position. 
Does this situation still exist? If not, why not? Is scrap still considered im- 
portant for national defense? 

Leaving the last sentence aside, I will have to say that I personally 
had anticipated there would be a shortage of heavy melting scrap dur- 
ing this period, all assuming that a projection of business conditions 
such as existed in 1956 and 1957 continued. With the downswing 
that we had in 1958, certainly any shortage was eliminated. As to 
what the future holds, I have just got to come back to the statement 
that I cannot predict. 


Is scrap still considered important for national defense? 


Mr. Chairman, the answer to that is “Yes.” I would like to say 
that the scrap industry is a very resourceful industry, and I would 
expect that, if an emergency arose, it would certainly perform its 
function in this area very well. 

Question 7. What is the possibility of buying scrap when prices are low and 
stockpiling it for the time when you need it? This will keep scrap prices fairly 
stable. This will entail a change in purchasing habits. 

Mr. Chairman, I would like to answer that statement, that question, 
for U.S. Steel by stating that pretty much from its inception the U.S. 
Steel Corp. has looked to primary sources of raw materials, ores, 
coal, limestone, dolomite, and so forth. This is reflected somewhat 
in our answer to the question. As a consequence, our situation on 
scrap is that of a makeup of a secondary material and this is some- 
thing that has existed for a great many years, and our suppliers, I am 
sure, are aware of it. Asa consequence, we probably would not want 
to stockpile scrap ourselves. 

We would have reservations about whether we would need it in 
the grades, qualities, and geographical locations for the plants, and 
all the different variables we would get into. We would also get into 
the point that was mentioned earlier of deterioration because much of 
the scrap that we use from dealer sources is obsolescent scrap and it 
does deteriorate quite rapidly. 
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Senator Lone. Frankly, in connection with that, it does occur to 
me—and this might meet some heavy objections from your industry— 
but it does seem to me that the Government should do a certain amount 
of stockpiling of various sizes and shapes and forms during peace- 
time because in wartime we find ourselves in an emergency and then 
we cannot get it. We find it short. Someone was talking about the 
oil situation. He said, “Why can’t you get the oil when you need it 
in times of an emergency?” ‘The trouble is, in an emergency, you 
cannot drill the wells because the steel is needed to make ships and 
guns even more than you need to drill an oil well with. It is better 
to ration gas than to try to put that steel into drilling wells. It 
occurs to me that, if we had a certain quantity of shapes and forms 
stockpiled, you fellows, in an emergency, could concentrate on what 
the defense effort needed without the civilian economy being so seri- 
ously affected. 

Mr. Morrrrr. Mr. Chairman, I must say that I do not feel fully 
qualified to comment beyond the statements I have just made. I am 
sure it is a very complex subject, particularly if the material stocked 
is of given specifications because you get into all of the specifications 
of the material, the sizes, and so forth. Even in ingots, the analyses 
are different; they roll differently; they fit different mills, and so 
forth. 

Senator Lone. I know down my way anytime you get a war emer- 
gency such as the Korean war or World War II everybody tries to 
buy drilling pipe for an oil well, and if anybody can get pipe he can 
make himself a partner in anybody’s well by saying, “I have the pipe. 
Give me a half interest and I will put up the pipe, and we will drill 
that well.” 


But that is not what we called you to testify on, so I will not press 

ou. 

Senator Scnorpret. Mr. Chairman, I would like to ask one ques- 
tion of the gentleman here. You speak about deterioration of the 
scrap. Does the deterioration take place over a long period of time? 

Mr. Morrirr. Pardon me, Senator ? 

Senator Scuorpret. You speak about deterioration of this scrap, 
certain types of scrap. I take it that there is a considerable percent- 
age of deterioration over a period of time. 

Mr. Morrirr. Yes, it is quite high on particularly obsolescent grades 
of scrap because the oxidation is quite rapid. It is stored in the open. 
It is rained on. It is, in general, stored in an industrial atmosphere. 
There is some additional deterioration for that cause, and the oxida- 
tion or rusting away does occur quite rapidly. 

Senator Scuorrret. And for this reason, as you view it, it has been 
impractical to stockpile scrap in large quantities? 

Mr. Morrirr. No bie stockpiling as a separate program. My com- 
pany carries hundreds of thousands and in excess of a million tons 
of scrap in inventory, pretty much at all times. It is a very substan- 
tial inventory. But, a separate program is something that we just 
haven’t, and I am just not in a position to say whether we could or 
could not as a practical matter afford to do it. But we do carry very 
substantial inventories at all times and we keep rotating them, and 
doing all the things that we can to minimize deterioration. 

Senator Lone. Any further questions? 

Thank you very much. 
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Mr. Morrirr. Mr. Chairman, I would like to do this one thing 
quickly, if I can. Your letter suggested that with reference to the 
testimony that we might comment a it. I made a few notes 
as we went through the day. I would like to just quickly glance 
through them and see if there is anyttang I would like to comment 
on to the committee. I want you to know, for one thing, that we buy 
from a great number of suppliers. That is true in all locations. We 
made a study some years ago of our Pittsburgh district and found 
over a period of 8 years we had purchased from 464 different 
suppliers. 

enator Lona. Let me ask you this: Does your company take the 
attitude in general that you buy steel from anyone if he appears to 
be reliable; I mean scrap steel? 

Mr. Morrrrr. Yes, sir, that is a fundamental concept of our pur- 
chasing policy. 

Senator Lone. If you found a fellow to be reliable and dependable, 
then you would buy from him if he would be willing to meet the 
other fellow’s price? 

Mr. Morritr. Well, actually, on the negotiation of price, we re- 
ceive information as to our requirements of material. 

We come up with a tonnage figure, geographical location by geo- 
graphical location. We have our contacts by telephone or person- 
ally across the desk, independently and separately with each of our 
potential suppliers. 

We develop from them their views of values and market conditions 
at that time. We consult trade publications, do all that we can to 
be as intelligent as we can on the current value of the commodity 
we are trying to buy in relation to the quantity that we require. 
We then arrive at a uniform price, we individually ourselves within 
our own department as to what price appears to be the current going 
market level of these trade materials for these locations. We have 
our tonnage figure. We endeavor to buy it at that level. 

We offer to purchase from our various suppliers, and those quan- 
tities that they offer for sale at the price that has appeared to us 
to be of the proper market price is the price we pay. 

In most situations we are able to buy our full requirements. If 
we are not, we are out of the market for a while. We buy what is 
offered for that price, and that is it. At a later date, maybe 2, 3 
weeks, or a month later, we will come back in on the same basis again. 

Senator Lone. That sounds something like our situation in oil, 
which I know a little bit more about, I think, than I do about steel. 
Down my way you can figure about what you could get for your 
oil. You can take that Standard Oil price at Baton Rouge, La., 
and deduct transportation, and that is what you are going to get for 
oil, because, if no one else will pay you a better price, Standard 
Oil will pay it. So, you sell it to them. 

Mr. Morrirr. I would like to point out on scrap, though, that 
it is a moving market pretty much like the stock market. One hour 
or 1 day makes it different. It is constantly changing, hour by hour. 

May I say one thing with reference to the superyards? United 
States Steel, to the very best of my knowledge, and I have not checked 
this completely, but I am as positive as I can be, we have no yards on 
our property and I do not believe any are physically contiguous to our 
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property. Now, there are yards in the area, of course, in terms of miles 
away, and the only advantage I can see in all this discussion about 
these superyards, and those contiguous to the mills, is that they 
obviously have a freight advantage. I believe the Senator this 
morning made reference to the wheat situation. 

Senator Lone. Someone told me that there is something of an ad- 
vantage in that a company can send its own people over to a contiguous 
yard and inspect the materials on that yard. In other words, they 
can put some of their own supervisors, they can exercise their own 
supervision over the contractor if he is contiguous to them. 

Mr. Morrrrr. Mr. Chairman, in our case, we inspect the scrap as 
it comes into our yard in railroad cars. Now, we have historically 
visited many scrap yards, but not from the standpoint of inspecting 
scrap destined for us while in the process 

Senator Lona. In other words, your policy is—your attitude is that 
it would be a waste of time to inspect somebody’s scrap yard, because 
you are going to inspect it when it arrives in that boxcar anyway. 

Thank you very much. 

Mr. Morrirr. You are welcome. 

Senator Lona. I do not think it will take long for the testimony of 
the Jones & Laughlin witness, and, therefore, I will call him next. 
That will be Mr. Sharp. 

Mr. Swarr. Mr. Lindsey will be the witness. 

Senator Lone. Identify yourself for the record, Mr. Lindsey. 








TESTIMONY OF J. W. LINDSEY, VICE PRESIDENT OF PURCHASES, 
JONES & LAUGHLIN STEEL CORP., PITTSBURGH, PA. 


Mr. Linpsey. I am J. W. Lindsey, vice president of purchases of 
Jones & Laughlin Steel Corp., with headquarters in Pittsburgh, Pa. 

Senator Lone. Your statement will be made a part of the record.’ 

Senator Lone. Do you swear that your testimony here will be the 
truth, sir? 

Mr. Lanpsry. I do. 


1. Does your firm expect to decrease use of open-market scrap in the future, 
particularly open-market obsolescent scrap as distinguished from industrial 
scrap? 

I think in our prepared statement we did point out that we are one 
of the companies, practically the first company to go to the oxygen 
method of making steel. We have currently a program at our Cleve- 
land, Ohio, works where we plan to put in a sizable oxygen process 
furnace, and this will, as we see it now, in the final analysis—let me 
say that for many years we have been approximately self-sufficient 
on scrap up to a 75 percent operating rate. When this program in 
Cleveland is completed and our oxygen furnaces are on-stream, we 
will be, as we see it, self-sufficient up to a 90 percent operating rate. 
So our answer to that first question is that it probably will decrease. 

I cannot tell now, when that program is completed a couple of 
years hence, whether we will decrease our purchases of obsolescent 
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scrap or industrial scrap. It will depend on the price and the quality 
of scrap that is available at the time. 

2. Are there “tie-in” sales in form or in effect between your firm and your 
manufacturing customers, that is selling steel on condition that you get the 
industrial scrap resulting from processing it? 

No, we have no such tie-in sales arrangements of any kind. 

Senator Lone. That means you are going to be in a position to skip 
the next one. 

Mr. Linpsey (reading) : 


4. Do you handle this “reciprocated” scrap through a dealer or a broker— 


that also assumes a “yes” answer. 

Senator Lone. We will skip that one. Go to No. 5. 

Mr. Linpsry (reading) : 

Please supply us with the percent of your open market scrap bought from 
Luria annually since 1954 to the first 5 months of 1959. 

We are in the same position as Mr. Moffitt pointed out. This would 
require a good many thousand man-hours of work. We do not keep 
this information for our own purposes. I can tell you generally, 
however, that, in the period indicated from 1954 to the present, at no 
time have we bought more than a third of our scrap from Luria in 
a year’s time. 

This is Luria and Southwest, which is under their control. The 
combination, too, has not exceeded a third of these purchases and in 
these years we have bought from as many as 24 dealers or brokers. 
We try to deal with a number of dealers and brokers. We do not 
deal with 300 like United States Steel. 

We are not as big as United States Steel, but we try to deal with 
the ones we consider reliable in order to obtain market information 
and keep abreast of what is the scrap market. 


The dominant tone running through a large part of the House hearings, 
especially part II— 


incidentally, we are not a party to that proceeding— 


is that there is and there will be a shortage of heavy melting scrap and this 
fact has special significance for our defense position. Does this situation still 
exist? If not, why not? Is scrap still considered important for national defense? 

I think certainly it is important for national defense. 

Senator Lone. How about the first part of the question: “Does that 
situation still exist?” Or, do you think there is a shortage of heavy 
melting scrap ? 

Mr. Linpsry. No. At that time I would have probably agreed with 
that, but, due to the severe recession in the steel business in late 1957 
through 1958, our requirements for metallics as well as the industry 
were considerably curtailed, so as I see it now I do not think there is 
any severe shortage. 

Senator Lone. Do you think that scrap is an essential item for na- 
tional defense ? 

Mr. Linpsey. I personally think it is, although I would again refer 
to Ralph Moffitt’s testimony that the scrap people are pretty resource- 
ful, and I feel confident that in the event of an emergency we will get 
metallics. 
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Senator Lone. In other words, you would file this caveat: that, if 
the scrap industry has greatly reduced its operation in an emergency, 
and, if you were willing to pay enough for it, you could find people 
who could get you a lot of scrap in a hurry ? 

Mr. Linpsey. That’s right. I don’t think there has ever been a real 
shortage in scrap at a price. 

Senator Lone. What do you think about the possibility of stock- 
piling scrap? Is your answer the same as that of the other witness? 
If it 1s, just say “yes.” 

Mr. Linpsey. It is. 

Senator Lone. Thank you very much, sir. 

Mr. Gorpon. One question. Do you find that the quality of scrap of 
many of your dealers is satisfactory ? 

Mr. Linpsry. We try to deal only with the dealers whose quality is 
satisfactory. 

Mr. Gorpon. And about how many dealers would you say you deal 
with ? 

Mr. Linpsry. Anyhere from 20 to 30 or 35 in a year’s time. 

Mr. Gorpon. And you find them to be satisfactory? 

Mr. Linpsry. Yes, we run across some bad scrap once in a while, as 
everybody does, and we try either to correct the situation or deal with 
people with whom we are sure of reliability as to quality. 

Senator Lone. Let me ask this: Would you say that any one of 
them could be far superior to the others in reliability or quality as be- 
tween those with whom you trade? 

Mr. Linpsey. I couldn’t pick out any single one, no. 

Senator Lone. Those with whom you trade, you pick them out be- 
cause you think they are reliable. You would not do business with 
them if you did not? 

Mr. Linpsey. That’s right. 

Senator Lone. You have got about 25 or 30 and out of those you 
would not necessarily say that one is particularly better than the other. 
You think they are all good ? 

Mr. Linpsey. I think they are all good or we would not be dealing 
with them. 

Senator Lone. But you would not pick out one as being particularly 
superior to the other ? 

Mr. Lianpsey. No, sir. 

Senator Lone. Thank you. Do you have any questions, Senator 
Schoeppel? 

Senator ScHorrret. No, thank you. 

Senator Lone. I would like to call the witness of United States 
Steel back to ask him one more question, and then I will excuse him. 

I want to ask you just one question, Mr. Moffitt, and then you may 

0 


If you had run, you could have been out of here. 


TESTIMONY OF RALPH C. MOFFITT—Resumed 


Mr. Morrirt. I am happy to be available. 
Senator Lone. Out of those people from whom you buy, would 


you say that any 1, 2, 3, 5, or 10 are far superior to the others in 
the quality of scrap they provide? 
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Mr. Morrirr. No, sir, I would not. We have our own experience 
and concepts of responsibility and integrity and — of our sources 
of supply and these sources that we have keep changing. 

The supplier in this year may not be next year in the same propor- 
tion, but that material which he supplies must meet our inspection 
standards, and all those that are supplying us do meet those standards. 

Therefore, I could not differentiate as to one from the other. His- 
torically we have probably had better experience with some than 
others. Iam sure we have. 

Senator Lone. Where you are dealing with people who have been 
in the business a rather long time and who are in a position to know 
about reputation, of those firms that you regard as reliable firms, do 
you find that, so long as they stay under the same management, you 
can expect about the same experience from them in the future as you 
have had in the past? 

Mr. Morrirr. Yes, sir. The answer to that question is “yes.” 

Senator Lone. Just to pick a name out of the air, suppose there is 
a fellow named John Smith and you have been dealing with the old 
man for a long time. About 10 years ago his son took the business 
over, and the son has been following in the ae tradition and they 
always seem to be people of good word and are honorable folks who 
try to do the right thing. Do you see any reason why you should not 
regard him as reliable if they have been reliable in the past? 

{r. Morrrrr. No, sir. 

Senator Lone. Thank you. I just wanted to get my thinking 
straight on that and see what you and United States Steel think 
about it. 

The next witness is from Bethlehem. 
Will you please identify yourself for the record, sir? 


TESTIMONY OF B. D. BROEKER, SECRETARY, BETHLEHEM STEEL 
CO., BETHLEHEM, PA.; ACCOMPANIED BY JOHN E. JACOBS, 
ASSISTANT VICE PRESIDENT OF STEEL OPERATIONS 


Mr. Brorxer. Senator, my name is Broeker, B. D. I am the secre- 
tary of Bethlehem Steel Co. This is Mr. J. E. Jacobs, our assistant 
vice president of steel operations. 

Senator Lone. Do you swear the testimony you give will be the 
truth ? 

Mr. Brorxer. I do. 

Mr. Jacoss. I do. 

Senator Lone. You gave me the answers to certain technical ques- 
tions which, of course, will be printed in the record. 

Senator Lone. I believe you have before you the same list of 
questions. 

Mr. Brorexer. I will ask Mr. Jacobs to try No. 1. 

Mr. Jacogs. Of necessity the answer to the first question must be 
a speculation because obviously we are going to continue to improve 
our blast furnace operations. At least we hope so. The purchased 
scrap that we use is the difference between the total requirement and 
the metallics we have available in the form of hot metal and our home 
generated scrap, so that as our production of pig iron increases from 


1 See app. I-A, p. 153. 
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our existing stocks, obviously the consumption of purchased scrap 
for a given ingot production will decrease. 

Senator Lone. Have you made technological changes, as Republic 
testified, which would indicate that you are going to be requiring a 
smaller percentage of scrap in the future ? 

Mr. Jacoss. We have not made technological changes to the extent 
that we have gone to the basic oxygen process, which process will 
permit the use of a maximum of 25 to 30 percent scrap. 

We have, however, made changes in our blast furnace operation 
which have increased our production of hot metal from our existing 
blast furnaces and which thereby decreased the purchased scrap 
requirement. 

Senator Lona. Let’s take No.2. Are there any tie-in sales? 

Mr. Brorxer. The answer to No. 2 is “no.” 

Senator Lona. Then, that will rule out No. 3 and rule out No. 4. 
That gets down to No. 5. 

Can you give us that information? If not, you could furnish it 
later. 

Mr. Brorxer. We certainly don’t have it here. I would like to ask 
permission to go home and find out whether we can get it in any rea- 
sonable length of time, and I will write you a letter. I haven’t any 
idea whether we have got the information readily available or whether 
it will take 6 months, or what. 

I will write you. 

(The information requested was subsequently furnished, and 
follows :) 


Bethlehem Steel Co.—Receipts of purchased scrap, percentage purchased from 
Luria Bros. and affiliates 





| 
Plant 1955 1956 1957 1958 1959 
(6 mo.) 
a I 69. 53 72.16 64. 51 46. 20 67.45 
Re Se ee ee ae aoe 56. 56 47.11 38. 61 . 52 44. 03 
ST WOU ico k kn hp eeedan nbn ceeded Sod 61.71 60. 80 48. 54 55. 04 58. 39 
NN ie anit ini eietehi duties « ain aeeeninied 42. 20 54. 07 50. 21 43. 68 48. 90 
EE cc ciciedatbtwn a Lidiidensonebaoehwotien ke 54. 26 53.01 56. 25 33. 63 38. 65 
a Bi a a el 54.68|  57.75| 52.94 | et 35, 53. 21 


Senator Lone. All right. Now, you have heard this No. 6 answered 
before. Would you just give us your impression? Is there any short- 
age of heavy melting scrap and do you think that would be hkely to 
continue ? 

Mr. Jacoss. I think the answers that have been given are pretty 
generally true. 

Senator Lone. There is not the shortage now that there was some 
time ago? 

Mr. Jacozs. That is correct, primarily because of the recession in 
1958. 

Senator Lona. Do you think that scrap is important. for national 
defense ? 

Mr. Jacoss. It certainly is. 

Senator Lone. What is your general impression about the possi- 
bility of stockpiling? Is your answer the same as the others? 
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Mr. Jacoss. We do that to a limited extent. The limit is deter- 
mined, as was previously pointed out, by the length of time that you 
can keep certain forms of scrap around without excessive deteriora- 
tion, and the amount of money you want to have tied up in a given 
commodity. 

Mr. Gorvon. I would like to refer now to your answer to question 2 
of the technological questions. During the first 5 months of 1959, 
obsolescent scrap made up 9.6 percent of the scrap used, according to 
your figures right here. Although you don’t give any figures for 1949, 
are you able to say whether the percentage of scrap used was greater 
than in 1959 without giving the exact figure ? 

Mr. Broexer. The percentage of industrial as against obsolescent ? 

Mr. Gorvon. Yes. 

Senator Scuorrret. You used the figure 1949. Did you mean 1959? 

Mr. Gorpon. You give here 1959, for 1959, 9.6 of obsolescent scrap 
used. For 1949 you say “not available.” 

Mr. Brorker. We don’t have the figures back that far. 

Mr. Gorpvon. I am just interested in knowing the order of 
magnitude. 

Mr. Brorexer. I would think, generally, the relation between the 
two types of scrap has not changed substantially. 

Mr. Gorvon. The third question concerns changes in the use of 
imported as against domestic iron ore. In 1949 you had 37 percent 
imported and in 1959 for the first 5 months, 57 percent. This is in 
terms of tonnages; is that correct ? 

Mr. Brorxer. Yes sir. 

Mr. Gorpvon. Would you please compare the price of domestic iron 
ore with your imports? Do you have that information available? . 

Mr. Brorxer. No. What do you mean by compare? 

Mr. Gorvon. For example is the price of imported ore less or more, 
and by how much, than domestic ore ? 

Mr. Brorxer. That is quite a broad question. I am just trying to 
think. Are you familiar with the inquiry that the Tariff Commission 
made earlier this year, I think, in response to a Senate Finance Com- 
mittee resolution? I think the Tariff Commission made a study of 
imported iron ore. 

Mr.Gorpvon. Does it compare the prices ? 

Senator Scuorrre.. I bien that that was a study which was made 
by the Tariff Commission. 

Mr. Gorvon. I am not familiar with it. 

Mr. Brorxer. I know they came out with a report, and I believe 
that we gave them certain information. Now, if we gave it to the 
Tariff Commission, I would be perfectly agreeable to give it to you. 
If we did not give it to them—the Tariff Commission did, I believe, ask 
us for certain information and we begged to be excused from it on 
the grounds that it was extremely confidential—I would hope you 
would let us take the same position, because I can see situations where 
the exact delivered cost to us at one of our plants in this country of 
iron ore from a. particular foreign country, we might think was 
extremely confidential. 

Mr. Gorpon. You say this is confidential information ? 

Mr. Brorxer. It might be. 
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What I would like to do, Mr. Gordon, because I am not close 
enough to those kinds of facts, is to check back and see what we gave 
the Tariff Commission. I know the Tariff Commission asked us for 
a lot of information when they were making that study, and whatever 
we gave them certainly we can give you. But, I don’t know whether 
costs were in it or not. As you know, generally we are extremely 
sensitive about cost information. 

Mr. Gorpvon. Incidentally, we originally meant to invite the vice 
president in charge of purchases. We thought that he might be able 
to answer this type of question better than most other people. 

Mr. Brorxer. I don’t think he could answer that one any better 
than I could. I didn’t realize until I had sat here for the last hour 
or two that you were going to get into some of these questions that 
I think are included in purchasing. 

That is why I brought Mr. Jacobs down, because I had the impres- 
sion that the main thrust of your inquiry was on the technological 
improvements and advances in the steelmaking processes, which have 
reduced the demand in the steel industry for scrap. 

I don’t think we have anybody better qualified than Mr. Jacobs 
to talk about that. I don’t think Mr. Killian is an expert in that field 
at all. 

Mr. Gorpon. Could you supply this information for the record? 

Mr. BrorKer. On the costs? 

Mr. Gorpon. Yes, the relative costs of imported ore as against 
domestic ore. If you find it is not confidential, can you do that? 

Mr. Brorexer. [If it is not confidential; yes. 

Mr. Gorpon. And if you find it is confidential, would you 
please state that? 

Mr. Brorxer. I will write the chairman of the subcommittee and 
explain our position and hope that we will be excused from giving it.’ 

Mr. Gorvon. Do the iron ore imports come from your own mines 
abroad ? 

Mr. Brorxer. Among others; yes. 

We have iron mines in Canada, Chile, and Venezuela, and we im- 
port, that is, we purchase ore that comes from other mines in Canada, 
from, I believe, Liberia, Peru, India, from practically all over the 
world, from Sweden. So, that answer is “Yes.” 

Mr. Gorpon. Can you give me an idea as to the percentage coming 
from your mines? 

Mr. Brorxer. From mines which we own or in which we have.an 
interest ? 

Mr. Gorvon. Yes. 

Mr. Brorxer. Such as the iron ore coming from Canada in which 
we have a small participation. I have the impression that at the 
present time it is running around the ratio of 75 percent our own, 
25 percent outside purchases. If when I get home I find that that 
is substantially incorrect, I will correct it by letter. I think that is 
roughly the percentage. 

Mr. Goxpon. 75 percent of your imported ore comes from your own 
mines ¢ 


* Mr. Broeker subsequently notified the committee by letter that the information referred 
to was confidential. 
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Mr. Brorxer. Either our own—yes, by our own mines I include 
mines, as I say, like the Iron Ore Co. in Canada, where we have a 
share of the equity participation in it, 

Mr. Gorpon. Can you tell us how much your company has invested 
overseas in mines and other sources of raw material ? 

Mr. Brorexer. I don’t have the figure, and if you would let me, 
I would like to treat that the same way. I don’t know whether various 
departments of our business would regard that as extremely confi- 
dential or not. There are so many departments involved I don’t think 
any one person would know the answer to that. 

x. Gonnon. From how many dealers do you buy scrap, obsolescent 
scrap ¢ 
r. Brorker. Idon’tknow. Itisa substantial number. 

Mr. Gorpon. You do not, then, buy 100 percent from Luria ? 

Mr. Broexer. No. 

Mr. Gorpon. Could you estimate the amount that you buy from 
Luria Bros. ? 

Mr. Broexer. No; I don’t think I could. The situation is such that 
we have got five eastern steel plants, three on the Pacific coast, two of 
which are now entirely electric furnace. They operate entirely on 
scrap. There were figures for several years ago that were in that 
Federal Trade Commission record, and I forget what those were. 
I think they varied, in the case of one plant 85 to 90 percent in one 
year, in another it may have been down to 20 or 25 percent. The situ- 
ation isn’t the same in every plant. 

Mr. Gorpon. I think there is a table here in the FTC hearings as 
to the percentage that you bought. 

That goes through 1954. Could you bring this up to date for us? 

Mr. Brorxer. I think I can. 

Mr. Gorvon. Say, through 1958. And if possible through the first 
5 months of 1959. 

Mr. Brorxer. I think I can get that, yes, it will take a few days 
to put it together. 

(The information requested was subsequently furnished and 
follows :) 


Bethlehem Pacific Coast Steel Corp.—Receipts of purchased scrap—Percentage 
purchased from Luria Bros and affiliates 








1959 
1955 | 1956 1957 1958 (6 mo.) 
Los Angeles: Luria Bros. percentage__---.------- sae 84.8 83.9 84.4 89.6 86.8 
San Francisco: Luria Bros. percentage_------....----- 32. 2 41.1 43. 5 54.3 56.9 
Seattle: Luria Bros. percentage-_----.-.......-.--..---- 59.1 59.0 67.5 64.9 89.3 
Total: Luria Bros. percentage ._..........---- 65.8 | 64.3 68.0 74.2 80, 2 


Mr. Gorpvon. What [ am interested in is from how many dealers 
do you buy scrap, and I would like to know the percentage breakdown, 
at least, among the 10 largest. 

Mr. Brorxer. That may take a little longer. 

Mr. Gorvon. Especially Luria Bros. 

Mr. Brorxer. The only way we can get that breakdown is to take 
the invoices. We don’t file our invoices by commodity at all or by 
name. Our duplicate records are just filed principally by the number, 
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but we have to go through and sort out invoices from John Doe and 
Henry Smith, but I am sure we can get at least part of that infor- 
mation fairly promptly and let you know how long it will take to get 
the others, if it will be more than a few days. 

(The information requested was subsequently furnished and 
follows :) 


Bethlehem Steel Co.—Receipts of purchased scrap 


[Percentages calculated in gross tons] 





























1955 1956 1957 1958 1959 (5 

months) 

ogame alia iencei iam tical aia ieee esinineidietaiiaan | 

| 

Suppliers: | 
M. Glosser & Sons.-- Laks ....percent__| 2.9 4.5 5 2.4 4.3 
Hurwitz Bros___.._--- a 3.6 2.0 2.7 2.5 2.6 
H. Klaff & Co__-__- Pex ate echoes 9 | 1.1 9 1 4 2.0 
Luria Bros. and subsidiaries. -_............do_._-| 54.6 | 57.8 52.9 43. 2 54.2 
Morrison & Risman...__.--..-_--- | 1.4 BEEP Nanis. Xan th abasadiekel caauaenae 
Roblin, Inc............-.--.--- 15s 0db GROG ALO Lan LenS EL 2] 1.6 1.4 | 1.8 
Echiavone-Bonomo Corp_.__......-_.. do... 7 3.5 2.4 | 1.4 1.6 
SURES ao ok cece sc exandeitocccncs ans G6. 2: 33.9 30. 1 36.0 | 47.8 33. 5 
‘rOtel....... usa wnwactel baabaceoages do-__. 100. 0 100.0 100.0 | 100.0 | 100. 0 
——= ——_ = ——== — SSS 
Total number of suppliers. ............-- 190 170 138 | 126 | 124 

' ' 


Mr. Gorpon. You have heard a lot discussed about these so-called 
superyards. 

Mr. Brorxer. I heard it; yes. 

Mr. Gorvon. Are there any of these yards on property owned by 
Bethlehem Steel Corp. ? 

Mr. Brorxer. I had not heard the term “superyards” until today— 
or until I read Mr. Rosoff’s statement, rather. But, as they have been 
defined here—namely a yard that is owned by a dealer or a broker 
and located on the property of the steel mill—yes. A subsidiary of 
Bethlehem Steel Corp. has two. 

Mr. Gorpon. Which company operates these yards? 

Mr. Brorxer. So far as I know it is Luria Bros. Co., Inc. 

Mr. Gorvon. Is there any other company besides Luria that has 
these yards? 

Mr. Brorxer. No. We have one in Los Angeles which was in- 
volved in the Federal Trade Commission proceeding, and there is 
one on land that we own—but it is not contiguous to our plant—in 
the Seattle area. 

Mr. Gorpvon. Does your company have any relationship either 
through stock or in any other way, with the Luria Co. ? 

Mr. Brorxer. So far as I know, there is no stock relationship. 
That is to say, I know we don’t own any stock in Ogden. Whether 
or not Ogden or Luria or somebody owns stock in Bethlehem I really 
have no way of knowing, except I know nobody owns as much as 1 
percent of our stock. 

The only other relations we have with Luria are short-term pur- 
chase orders which are issued from time to time, as we see fit, covering 
the purchase of a quantity of scrap for a short period of time, plus 
two-term contracts, one of which is applicable to our Los Angeles steel 
mill and which is fully described and referred to in everything in 
the Federal Trade Commission proceeding. The other of which is 
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applicable to our Seattle plant. Those are term contracts. They are 
the only long-term contracts we have with Luria. 

Mr. Gorpon. With respect to financing these yards on your prop- 
erty, which are operated by Luria Bros., who finances these yards? 

Mr. Brorxer. Luria did these two. 

Mr. Gorpon. How did you get Luria to do this? I mean how come 
it was Luria and nobody else? Was it on a competitive basis? 

What was your criteria for selecting Luria Bros. ? 

Mr. Brorxer. I will try to come as close as I can, sir, to the testi- 
mony of the people who are concerned with it actively in the Federal 
Trade Commission proceedings, that I heard given and that I read in 
the transcript. 

The first situation was that at the Los Angeles mill, as I recall it, 
back some years ago, and it must have been in the late 1940’s, when 
it became apparent that we were going to have to abandon our open- 
hearth operation at Los Angeles and switch to electric furnaces, in 
large part because the air-pollution people would not let us operate the 
open hearths. It became apparent we had to do something about 
getting a more secure supply of scrap, because when we once switched 
to electric furnaces and were entirely dependent on scrap, we had 
to be assured that there was going to be enough scrap in the area. 
So, our west coast people talked to a number of people that were in 
the scrap business out there. As I recall it, at that time Luria was 
not on the west coast. 

I remember we made specific reference to one or two Los Angeles 
dealers to see whether either one or the other would be interested in 
establishing a new yard near our Los Angeles mill and making some 
kind of a contract with us to sell us a certain amount of scrap. 

Mr. Gorpon. You say you spoke to a couple of dealers? 

Mr. Brorxer. I didn’t. Our west coast people did. I am just try- 
ing to remember the testimony that was given in this Federal Trade 
Commission proceeding which, as I say, I heard given, and that is 5 
years ago. As I recall it, the existing dealers in the Los Angeles area 
were unwilling to establish a new yard or enlarge their facilities unless 
we would finance it. 

We did not want to finance it. So that, then, our people got in 
touch with Luria, talked to them. Luria was willing to establish a 
yard there and finance it themselves. As I say, it is my recollection 
that 

Mr. Gorvon. Did you offer any particular incentives to Luria as 
against other companies ? 

Mr. Brorxer. No. 

Mr. Gorpon. When I use the term “you,” I am not referring to you 
personally, but to your company. 

Mr. Brorxer. I know, you mean the company. No, it is my under- 
standing that we did not. As I recall it, the principal reason why 
we did not get an existing Los Angeles dealer to do this was because 
he wanted us to finance it and we did not want to put that much money 
into it. 

Mr. Gorpon. Do you know the name of this particular dealer? 

Mr. Brorxer. No, I don’t remember it. It is in the Federal Trade 
Commission records. There was page after page about this and 
copies of our agreement with Luria. - It is all in the record in that 





case. 
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Mr. Awnsberry. In the overall scrap purchase by Bethlehem, what 
percentage would you say that Luria Bros. is obtaining ? 

Mr. Brorker. That would just be the wildest guess, sir. Do you 
mean dealer scrap or industrial scrap ? 

Mr. Ansperry. Limiting it to outside purchased scrap. 

Mr. Brorker. I would guess about 40 to 50 percent. That is almost 
pure guesswork. 

Mr. Ansserry. If you limit it to obsolescent scrap, what would 
the percentage be? 

Mr. Broexer. It would be more. There, I would guess 60 percent. 
It varies. 

Mir. Ansperry. Yes, but it wouldn’t be as much as 90 percent, would 
it? 

Mr. Brorxer. No. 

Senator Scuorpret. I have no further questions of this witness. 

Mr. Gomnom, Sir, would you know whether it is 100 percent at any 
nlants ¢ 
; Mr. Broexer. I know that it wasn’t up through 1954. I am more 
than certain the answer is “No.” It is not 100 percent at any plant. 

Mr. Gorvon. As I understand it, you are going to provide us with 
data. 

Mr. Brorxer. On percentages to bring up to date the tables that 
were in the Federal Trade Commission case. 

Mr. Gorpvon. That’s right, with respect to localities as well as 
nationally. 

Mr. Brorker. Yes. 

Mr. Gorpon. The United States Steel Corp. and Republic and a few 
others have a long list of dealers from whom they buy and apparently 
they don’t buy too high a percentage from any one dealer. Could 
you explain briefly why—40 percent is fairly high—why such a large 
percentage is bought from one particular dealer? Are you able to 
answer that? 

Mr. Brorxer. Well, I don’t buy it, Mr. Gordon. It is done by the 
purchasing department. I would suppose it was because they found 
that dealing with that one dealer for that amount of scrap was in our 
best interests, whether because of service, whether because of quan- 
tity, I don’t know. 

Mr. Gorvon. The other companies found that there was really not 
much of a choice as far as service, quantity, and so forth, and they had 
a list of 25. United States Steel Corp. had a list of 25 to 30 dealers 
from whom they bought. 

Mr. Brorxer. Mr. Gordon, I hate to keep talking about this Federal 
Trade Commission all the time, but I think that both Mr. Killian and 
his assistant, Mr. Thurn, gave very good testimony describing in de- 
tail the manner and their theory of purchasing scrap, which, I am sure, 
is still true today. Now, if you are talking about numbers of dealers, 
I am sure that we have 50 or 100 in numbers. For example, the way 
we buy our scrap, we have certain more or less established contacts for 
industrial scrap which we have generally, I think in our case, to term 
contracts, maybe a year in length. 

When we need more scrap than that, we buy in the vicinity of each 
of our plants from certain local dealers. In the area of Bethlehem, 
there used to be five or six. I remember in Johnstown there are two 
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or three. I am sure there are dealers in Baltimore from whom we 
buy, and I know there are dealers in Buffalo. We buy what they have 
to sell if they offer it at the prices we are willing to pay. 

It isn’t until we get through with that that we then have to look 
further afield and then our purchasing department makes contacts 
with large dealer-brokers who are farther away from our plant. 

Since we have five eastern steel plants, one at Sparrows Point and 
one in Lackawanna, N.Y., and three in Pennsylvania, once we get 
beyond the immediate range of a particular plant, our purchasing de- 
partment has quite a problem to make sure that we are not bidding 
against ourselves, so to speak, in the purchase of scrap from other than 
the immediate vicinity. In other words, we have a plant at Bethle- 
hem and one at Steelton. If we have exhausted the local scrap supply 
in each of those areas, it doesn’t make sense for us to tell Joe from the 
Steelton plant and John from the Bethlehem plant to go to Philadel- 
phia and see what scrap they can buy, because they will be bidding 
against each other. 

So, our purchasing department has to coordinate the requirement of 
these five plants and they just do the best they can. 

Now, when things get tough in our business, as they were last year, 
the supplies are reduced in the opposite order. The first supply cut 
off is the large dealer-broker who is not in the vicinity of our plant 
and the next supply is the local dealer when we can’t even use that 
much outside scrap. Then the next, if we ever get down to where we 
can’t even use our own home scrap, we throw that in the junk heap. 
That, then, is the general theory and method. It is very well spelled 
out at great length in the Federal Trade Commission record and we 
have not changed our practices. 

Mr. Gorpvon. Thank you very much, sir. 

These were the last witnesses. 

Mr. Goutp. Howard Gould, Mr. Chairman. We should like to put 
in a supplementary statement apropos Mr. Barringer’s statements.’ 

Senator Scuorrret. You will be permitted to do that. Does this 
conclude the witness list ? 

Mr. Rosorr. Sir, my name is Morris Rosoff and I have received 
this afternoon Mr. Chase’s statement which comments on my state- 
ments and Mr. Asrael’s. I should like to study it and have your per- 
mission to submit other information and another statement.? 

Senator Scuorrrer. I was just going to make the statement for the 
benefit of the record that we are closing this hearing subject to the 
call of the chairman. The record will i kept open for corrections 
and additions, and that would permit you, sir, to get these matters 
into the record. 

We will leave the record that way and the hearing is adjourned. 

(Whereupon, at 6:10 p.m., the hearing was adjourned, subject to 
the call of the chairman. ) 


1 See app. II-—A, p. 162. 
2 See app. II-B, p. 164. 
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APPENDIX I 


REPLIES TO QUESTIONNAIRES SENT BY THE COMMITTEE TO 
Sree, CoMPANIES 


APPENDIX I-A 


BETHLEHEM STEEL Co., INC., 


Bethlehem, Pa., June 18, 1959. 
Hon. Russet. B. Lone, 


Chairman, Subcommittee on Monopoly, 
Select Committee on Small Business, U.S. Senate, 
Senate Office Building, Washington, D.C. 


Dear SENATOR Lone: Mr. Killian has asked me to acknowledge the receipt 
of your letter to him of June 15, 1959, with regard to the hearing proposed to 
be held on Wednesday, July 24, 1959, relating to the scrap iron and steel industry. 

I note that the Subcommittee on Monopoly is attempting to assemble informa- 
tion about alleged monopoly, price discrimination, and technological changes 
in that industry. 

The matter of alleged monopoly in that industry is involved, according to my 
understanding, in the pending proceeding by the Federal Trade Commission 
against Luria Bros. & Co., Inc., Bethlehem Steel Co., and others (Docket No. 
6156). The proceeding has progressed to the point where the matter is now 
before a hearing examiner for decision. In view of the pendency of the pro- 
ceeding, it seems to me that no representative of Bethlehem Steel Co. should 
be expected to testify before your committee on the matter of alleged monopoly 
in the industry, and I trust that you will excuse us from so doing. 

Referring to the outline or list of questions that was enclosed with your above- 
mentioned letter: 

I am enclosing two copies of a memorandum in which I have set forth the 
first four of the six questions included in such outline or list, together with 
the answers thereto, to the extent that we are able to answer them. The figures 
set forth in such answers are as complete and as accurate as we have been able 
to make them in the time available to us. 

Questions 5 and 6 set forth in the above-mentioned outline or list, as amplified 
by the “Background for Questions 5 and 6,” relate generally to technological 
advances in steelmaking practices. Such two questions are so far-reaching that 
we have not been able, in the time available, to prepare any answers in writing 
thereto. I shall, however, be present at the hearing on July 24, 1959, and will 
be accompanied by Mr. John E. Jacobs, assistant vice president, steel operations, 
of Bethlehem Steel Co. Mr. Jacobs is well qualified to testify as to recent and 
prospective technological advances in steelmaking practices and related matters. 
I think that testimony by him on those subjects would be helpful to the com- 
— and we shall be pleased to have him testify, if the committee shall so 
desire. 

Very truly yours, 


B. D. BrorKeEr, Secretary. 
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Questions Set ForTH IN MEMORANDUM ENCLOSED WITH LETTER DATED JUNE 15, 
1959, From RUSSELL B. LONG, CHAIRMAN, SUBCOMMITTEE ON MONOPOLY, SELECT 
COMMITTEE ON SMALL BusInsss, U.S. SENATE, To Mr. P. 8. KILL1an, BETHLEHEM 
STEEL Co. 


1. What is the percentage of scrap (including home scrap and all other grades) 
and what is the percentage of hot metal used by your company in the open-hearth 
furnace currently in 1959, and what were these percentages in 1949? 


1949 (year) | 1959 (Ist 5 





| months) 
| 
Pig iron: | Percent | Percent 
NS 2 BN dacads Ztena ane aie ‘ penance eh dswdeannaats 7 53.7 | 53.6 
es Sega tae Saree ‘5 | 1.2 
Total....---- * uit cee BAlasisd bos 54.2 | 54.8 
Scrap (home and purchased)_-_..---- : St RPA EES.S AR ; 39. 0 | 37.1 


2. With reference to scrap alone, what are the percentages in your melt 
of home scrap, obsolescent scrap (dealers purchased scrap), and industrial scrap 
(including railroad scrap, whether through direct return or through brokers), 
currently for 1959, and what were these percentages in 1949? 


1949 (year) | 1959 (ist 5 

months) 

Percent Percent 
Home_. bedbecccaboaacs Sites tei eile Rica awh in dae ee Rohouhs — 71.9 

Purchased: 

EC St tee tee Co ck ooo e an ae a Pe Pane Die eae ears (1) 14.4 
Obsolescent___.----- ei Baie scent. aa (1) 9.6 
et, cassie aiiiehrn bmn ad Rapitd Dee Mint coa 7) 4.1 
ME Paid biteckchenep hy wencsseeeec bas besa eaptade tan ees thas seein eee 100.0 


1 Not available. 


Note.—The figures shown in the right-hand column above have been calculated on the basis of records 
relating to receipts by Bethlehem Steel Co. of purchased scrap and the company believes that they are 
approximately correct. 


3. With reference to iron ore used by your company, what percentage is 
imported ore and what percentage is domestic ore, currently for 1959, and 
what were these percentages in 1949? 





l 


| 1949 (year) 1959 (Ist 5 





months) 

Percent Percent 
en | ne chialrie elena inel e 37 | 57 
ne aoe ise ey ee ies a err ee ae 63 | 43 
DE atid it a eatiinet le el Ta acl asada tele dahil ee on Rohe 100 | 100 


4. (a)What was the average or approximate cost to your company of making 
pig iron in 1958? 

(b) At what average annual price for No. 1 heavy bundles would you consume 
the same ratio of scrap to hot metal as in 1956? 

(a) Information as to the cost to Bethlehem Steel Co. of producing pig iron 
in 1958 is regarded by it as highly confidential information the disclosure of 
which would be harmful to the company, which therefore respectfully requests 
that it be excused from answering this question. 

(6b) The ratio between scrap and hot metal currently prevailing is approxi- 
mately the same as the ratio which prevailed during 1956. The price of pur- 
chased scrap is only one of many factors which determine the ratio between 
the amount of scrap and the amount of hot metal used in the production of steel. 
The other factors include such matters as the type of product desired to be 
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produced, the rate of operations, the availability of various grades of ferrous 
materials and the condition of blast furnaces and open hearths. This question 
is apparently based on the assumption that the price of purchased scrap is 
the only factor to be considered, and Bethlehem Steel Co. is therefore not able 
to answer it. 





APPENDIX I-B 


GRANITE CITY STEEL Co., 
Granite City, IUl., June 22, 1959. 
Hon. RuSSELL B. Lone, 
Chairman, Subcommittee on Monopoly of the Select Committee on Small Business, 
Washington, D.C. 

DEAR SENATOR LONG: In response to your letter of June 15, 1959, I am pleased 
to enclose herewith my answers on behalf of Granite City Steel Co., to the ques- 
tions enclosed in that letter. Also, for your information, I will be available 
commencing at 9:30 a.m. on Wednesday, June 24, 1959, in room 424 of the Old 
Senate Office Building, to assist in your subcommittee’s hearing. 

Very truly yours, 
WILLIAM R, Bascom. 


STATEMENT OF WILLIAM R. BASCOM, VICE PRESIDENT, GRANITE CITY STEEL Co., 
BEFORE THE SUBCOMMITTEE ON MONOPOLY OF THE SELECT COMMITTEE ON SMALL 
BUSINESS OF THE U.S. SENATE ON JUNE 24, 1959 


My name is William R. Bascom. I am vice president of finance and law 
of Granite City Steel Co., which has its principal place of business in Granite 
City, Ill. Its rated annual steel-producing capacity as of January 1, 1959, 
is 1,440,000 net tons of ingots. The company maintains all of its, manufacturing 
facilities on a 550-acre tract in Madison County, Ill., which location is a part 
of the St. Louis, Mo., metropolitan area. The company’s manufacturing facili- 
ties consist of two blast furnaces, seven open hearth furnaces, and finishing equip- 
ment designed to produce flat rolled products, including tinplate and gal- 
vanized materials. It does not own iron. ore mines, coal mines, or other sources 
of raw materials, all of which are purchased in the open market. 

My appearance here is in response to the letter of Senator Russell B. Long, 
chairman of this Subcommittee on Monopoly of the Select Committee on Small 
Business of the U.S. Senate, addressed to our company dated June 15, 1959. My 
purpose is to respond to the six questions which were enclosed with your chair- 
man’s letter of June 15, 1959. 


ANSWER TO QUESTION NO. 1 


| 
1949 (year) | 1959 (Ist 5 





| months) 

Percent | Percent 
Steel scrap........-.-- cs ‘ aww ; | 68.9 38. 6 
Hot metal_ inane . ; 28.8 | 52.4 





It should be observed that in 1949 the company did not own blast furnace 
facilities. These facilities were acquired from Koppers, Inc., in the early part 
of 1951. Their acquisition immediately resulted in the company’s use of a 
higher percentage of hot metal. 


ANSWER TO QUESTION NO. 2 








Kind of scrap | 1949 (year) | 1959 (ist 5 
| months) 
ee —E — — _ — — | —EEE SEE 
Percent | Percent 
nme Se i lees. Tidk.. sus fig dp adeeb ka peansehbld beled us ddbsn dds aeie 26. 4 21.2 


OTN i «ohn d id omwehunredemie duster shunt sh scigeel= at seeeniinie 73.6 | 18.9 
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The company does not maintain records whereby obsolescent scrap and indus- 
trial serap are segregated. It should be observed also in this connection that 
the company’s blast furnace facilities were not acquired until 1951. 


ANSWER TO QUESTION NO. 3 





Source of ore 1949 (year) —_ for 
v 
Percent 
ee od Shoah eR Senenesn debs lnabeddgeugiade 8 
i pes ERE Eed Sin Lena uaeKnenen Wikawe deka idaestncbid 19.5 





In this connection it should also be observed that the company first acquired 
its blast furnace facilities in 1951. 


ANSWER TO QUESTIONS 4(a) AND 4(b) 


These questions call for information which we are unwilling to disclose 
because of their confidential nature and the fact that disclosure might resuit 
in competitive disadvantage. 


ANSWER TO QUESTION NO. 5 


At Granite Steel Co. technological improvements in the concentration and 
processing of iron ore, the introduction of sinter, and the physical enlargement 
of one of its two blast furnaces, first acquired in 1951, have resulted in increased 
pig iron capacity. In addition, enlargement of its open hearth furnaces and 
the use of oxygen in those furnaces has resulted in an increase in their capacity 
and productivity. Increase in blast furnace capacity has occurred prior in point 
of time to increase in open hearth capacity and productivity. Because of this, 
a larger percentage of hot metal and a lesser tonnage of scrap has been used 
in open hearth furances. When open hearth capacities and productivity are 
brought to projected levels, it is anticipated increased scrap tonnages will be 
required. 

ANSWER TO QUESTION NO. 6 


It is difficult to come to an opinion with respect to the long-term trend in 
Granite City Steel Co.’s use of obsolescent scrap. On the one hand, assuming 
the continuance of productive facilities now in existence and actually projected, 
use of obsolescent scrap will be dictated entirely by the controlling economies 
and should result in no dramatic additions to or diminutions of our requirements. 
On the other hand, one may anticipate the adoption by the company of steel- 
making techniques that are now the subject of considerable research and 
experimentation, such as oxygen conversion, direct reduction of iron ore, and 
kindred techniques. Should this come to pass, a substantial reduction in the 
company’s obsolescent scrap requirements would result. 


APPENDIX I-C 


STATEMENT OF J. W. LINDSEY, VICE PRESIDENT, PURCHASES, OF JONES & LAUGHLIN 
STEEL CorP., PITTSBURGH, Pa. 


My name is J. W. Lindsey. I am the vice president in charge of purchases for 
Jones & Laughlin Steel Corp., which is the fourth largest steel producer in the 
United States. Its rated annual steel-producing capacity as of January 1, 1959, 
is 8 million net tons of ingots. The corporation is a fully integrated unit in the 
steel industry. It operates iron ore mines, coal mines, a limestone quarry, a 
dolomite quarry, blast furnaces, steel-producing facilities, rolling mills, and 
steel-fabricating facilities. 

My purpose in appearing before this subcommittee is to furnish information 
which has been requested by the subcommittee from Jones & Laughlin in connec- 
tion with a study of the scrap iron and steel industry which the subcommittee 
has undertaken. The questions which have been asked and the answers of 
Jones & Laughlin to these questions are as follows: 
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QUESTION NO, 1 


What is the percentage of scrap (including home scrap and all other 
grades) and what is the percentage of hot metal used by your «company in the 
open hearth furnace currently in 1959, and what were these percentages in 1949? 


Answer to question No.1 


The comparative percentages of scrap (including home scrap and all other 
grades) and hot metal used by Jones & Laughlin in 1949 and in 1959 in the 
production of open hearth steel are as follows: 


Wo 

1949 (year) | 1959 (Ist 5 
| months) 
| 


Percent Percent 
Hot metal. Cas 67 60 
Pe ratinethunaee ean ; 33 | 40 


QUESTION NO. 2 


With reference to scrap alone, what are the percentages in your melt of home 
scrap, Obsolescent scrap (dealers purchased scrap), and industrial scrap (in- 
eluding railroad scrap, whether through direct return or through brokers), 
eurrently for 1959, and what were these percentages in 1949? 


Answer to question No. 2 


The sources of the scrap consumed by Jones & Laughlin in the making of steel 
in 1949 and 1959 are as follows: 





Kind of scrap | 1949 (year) | 1959 (ist 5 
months) 


Percent | Percent 





Home scrap. ....------ bz Line didesbhlle. S00 BGs dss i t a 69 
Obsolescent scrap. _.-.-..--.---- ‘ rae: 2% — 13 | 23 
Industrial scrap----.- ie ot Has hk ratte Won 5 8 

Total. i 2.05.52. , oud dkk italia ens 425.5551. 333. Al 10 | 100 


QUESTION NO. 3 


With reference to iron ore used by your company, what percentage is imported 
ore and what percentage is domestic ore, currently for 1959, and what were 
these percentages in 1949? 


Answer to question No. 8 


The percentages of domestic and imported iron ores used by Jones & Laughlin 
in 1949 and expected to be used in 1959 are as follows: 


1949 Estimate for 
(year) 1959 


Source of ore 


Percent | Percent 
Domestic... . Web <0 , eats Se bt = seal 100 | 96 
Imported... __- a calicneimatiita . sit cadence elidel tines celatacin -| ip caninelieapaatiiae 4 
mem. A4tl il clus de hath a LIE Res 100 | 100 


QUESTION NO. 4(a) 


What was the average or approximate cost to your company of making pig 
iron in 1958? 
Answer to question No. 4(a) 


This question calls for information which Jones & Laughlin considers confi- 
dential and which it is unwilling to disclose. 


44358—59——11 
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QUESTION NO. 4(b) 


At what average annual price for No. 1 heavy bundles would you consume 
the same ratio of scrap to hot metal as in 1956? 


Answer to question No. 4(6) 


This question calls for information which Jones & Laughlin considers confi- 
dential and which it is unwilling to disclose. F 


QUESTION NO. 5 


What effects have technological improvements and changes in the manufacture 
of steel and concentration and processing of iron ore had on the use of scrap 
in the overall tonnage of all scrap, and, more particularly, in the use of 
obsolescent or dealer scrap? 


Answer to question No. 5 


In November 1957, Jones & Laughlin began the production of steel in two basic 
oxygen furnaces at its Aliquippa Works Division. The use of this process 
increased the overall use of scrap at the Aliquippa Works Division. That 
division has been, and still is, self-contained with respect to scrap. However, the 
amount of scrap available for transfer from that division to the corporation’s 
Pittsburgh Works Division has been reduced by the use of the basic oxygen 
process. In March 1959, Jones & Laughlin began the production of steel in two 
electric furnaces at its Cleveland Works Division. These furnaces operate with 
an all-scrap charge. No other change has been made by Jones & Laughlin during 
the past several years in its steelmaking processes which significantly affected 
its scrap requirements. During the same period, however, improvements in iron 
ore processing facilities and blast furnace operations, as well as an increase in 
blast furnace capacity, have given Jones & Laughlin the capability of producing 
a larger quantity of blast furnace metal. 

At a 100 percent operating rate the net effect of the foregoing changes has 
been to increase Jones & Laughlin’s overall scrap usage roughly 18 percent and to 
increase the need to purchase external scrap roughly 30 percent. However, any 
reduction below a 100 percent operating rate significantly reduces the corpora- 
tion’s scrap needs. The operation of the electric furnaces at the Cleveland Works 
Division, which under present conditions have a higher operating cost than the 
other steelmaking facilities of the corporation, would probably be the first to be 
curtailed or discontinued. Assuming a 25 percent scrap recovery from the output 
of the electric furnaces, any decrease in the output of such furnaces will decrease 
the tonnage of external scrap required to be purchased for such furnaces by about 
75 percent of the reduction in the electric furnace output. Any curtailment of 
open hearth operations (except the duplex process which is used at the Aliquippa 
Works Division and which produces more scrap than it consumes) will also 
reduce Jones & Laughlin’s scrap requirements although not so drastically as in 
the case of the curtailment of the electric furnace operations. 

At approximately a 75 percent operating rate Jones & Laughlin is now self- 
sufficient in regard to scrap. This situation also prevailed prior to the changes 
referred to above. 

Purchases of dealers’ scrap by Jones & Laughlin may be made for either of 
two reasons: (a) our total available blast furnace metal production plus home 
scrap is insufficient to meet our needs for metallics, or (0) the price quoted for 
dealers’ scrap is sufficiently low so that after considering all the other relevant 
factors involved it is advantageous for Jones & Laughlin to use at least a certain 
amount of purchased scrap in lieu of blast furnace metal. 

At no time during the past several years has the price of scrap been sufficiently 
low to make it economically attractive for Jones & Laughlin to use purchased 
scrap in lieu of blast furnace metal. However, insufficient internal coke pro- 
duction and material handling problems have made it economical for Jones & 
Laughlin at high levels of operation to purchase external scrap rather than to 
purchase high-priced and variable quality coke to increase blast furnace output. 

Improvements in iron ore preparation and blast furnace operations have 
resulted in some moderate reductions in our blast furnace metal costs. However, 
the spread between the market price of scrap and the price at. which it would 
have been. economical for Jones & Laughlin to purchase scrap and to curtail 
blast furnace metal production has been so great that the moderate reduction 
in blast furnace metal costs has not affected the amount of external scrap 
purchased. 
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Two other factors enter into the decision as to whether it is economical to 
purchase scrap in place of producing blast furnace metal; namely, quality and 
the uncertain cost of purchased scrap. For many years the obsolescent scrap 
offered for sale in the United States has in many instances been of undesirable 
quality. Alloy contamination from elements such as nickel, copper, and tin 
has created serious problems. This contamination problem can be avoided when 
blast furnace metal or industrial scrap is used in lieu of obsolescent serap. 

Fluctuations of scrap prices also must be considered. When the charge into 
the steelmaking furnace is primarily blast furnace metal, the raw material costs 
can be predicted with reasonable accuracy. Scrap, however, fluctuates rather 
widely in price. Since January 1, 1956, No. 1 dealers’ bundles (obsolescent 
scrap) at Pittsburgh have fluctuated in price from more than $65 a gross ton 
to less than $33 a gross ton. Therefore, it is impossible to make in advance 
an accurate prediction as to raw material costs when a high proportion of pur- 
chased scrap is used. 

Jones & Laughlin’s average yearly scrap purchases for the period 1945 
through 1951 were about 192,000 gross tons. With the commencement of opera- 
tions in the No. 4 open hearth shop at the Pittsburgh Works Division on 
October 30, 1951, scrap purchases increased so that the average yearly purchases 
for the period 1952 through 1958 were about 448,000 gross tons. In the first 
5 months of 1959 the corporation purchased 316,000 gross tons of scrap. It can, 
therefore, be readily seen that the Jones & Laughlin purchases of scrap in recent 
years, rather than having decreased, have actually increased. 


QUESTION NO. 6 


Do you have any opinion as to the long-term trend in the use of obsolescent 
scrap, and in the possibility of an increase in the percentage of scrap used in 
the manufacture of steel? In answering this question, please consider the plans 
for the expansion of steelmaking capacity announced, and of capacity of blast 
furnaces, sintering plants, iron ore concentrating facilities, domestic iron ore 
mines and foreign iron ore mines of your firm proposed and discussed for com- 
pletion within the next 10 years. 


Answer to question No. 6 

The long-term trend in the use of obsolescent scrap will depend largely on the 
factors of price, quality, and the rate at which steelmaking capacity expands. 
The present Jones & Laughlin improvement program does not contemplate a 
large increase in steelmaking capacity. However, such program does con- 
template a large new blast furnace and two new basic oxygen furnaces at the 
Cleveland Works Division, new ore sintering plants and expansion of iron ore 
mining. The basic oxygen furnaces will replace other steelmaking facilities at 
the Cleveland Works Division. The net effect of the contemplated improvements 
will be to enlarge the corporation’s capacity to produce blast furnace metal and, 
consequently, will entail a reduction in its need to purchase external scrap. The 
improvements should also result in some further reduction in the corporation’s 
blast furnace metal costs. 

Upon completion of the proposed program and at a 100 percent operating rate, 
Jones & Laughlin would need approximately 31,000 gross tons of external scrap a 
month. At about a 90 percent operating rate, it would be self-sufficient in regard 
to scrap. Jones & Laughlin would then be justified in using purchased scrap in 
place of blast furnace metal only when good quality scrap is available at a price 
which is attractive when all the other relevant factors are considered. 





APPENDIX I-D 
REPUBLIC STEEL Corp., 
Cleveland, Ohio, June 22, 1959. 
Hon. Russert B. Lona, 
U.S. Senate, 
Washington, D.C. 

Dear SENATOR LONG; We are submitting herewith a statement by Republic 
Steel Corp. in response to the questions enclosed with your letter of June 15, 
1959, to Mr. W. T. Adams, manager of purchases and raw materials of this 
corporation. The paragraph numbers appearing on the enclosed statement cor- 
respond with the numbers of your questions. 








160 PROBLEMS OF THE SCRAP-STEEL INDUSTRY 


Mr. Adams was able to be in his office for only a short time last week, being 
ill on his return from meetings. out of the city. He has adyised me that as 
a result of the foregoing he is somewhat doubtful as to his attendance at 
the hearing on June 24 but that he will attend if possible. 

Very truly yours, 
WILLIAM De LANCEY. 


STATEMENT BY REPUBLIC STEEL CorP., IN RESPONSE TO QUESTIONS ENCLOSED WITH 
LETTER DATED JUNE 15, 1959, From SENATOR RUSSELL B. LONG 


JUNE 22, 1959. 

1. Our records show that during the first 5 months of 1959 molten iron ac- 
counted for 57.2 percent of the total mixture in our open hearth furnaces and 
scrap accounted for 28.7 percent. For the year 1949 molten iron accounted 
for 46.2 percent and scrap for 41 percent of the total mixture in our open 
hearths. 

2. Our records are not kept in such a manner as to show the respective per- 
centages of home scrap, obsolescent scrap and industrial scrap used in our 
melts, either currently or for 1949. Our accounting records relating to scrap 
inventory and consumption reflect rather broad categories in terms of physical 
or chemical qualities of scrap without reference to the source thereof (i.e., 
home, dealer, or industrial). 

3. Our records show that during the first 5 months of 1959 domestic ore 
accounted for 70.6 percent of the total ore used by us and foreign ore ac- 
counted for the remainder. For the year 1949 domestic ore accounted for 
96.3 percent of the total ore used by us and foreign ore accounted for the 
remainder. 

4(a). We are respectfully omitting the answer to this question concerning 
our cost of making pig iron in 1958. We regard such costs as being in the 
highest category of confidential information the disclosure of which would be 
harmful to our business. 

(b) This question is evidently based on the assumption that the use of No. 
1 heavy bundles in the melt is wholly determined by their price. For the 
reasons indicated below such an assumption is not correct and accordingly we 
are not able to give a meaningful response to the question. In final analysis 
the ratio of scrap to hot metal at any time or for any period is merely an 
incident of the then prevailing operating policy, which reflects the judgment 
of the management after reviewing such factors as plant and operating con- 
ditions, ore schedules and commitments, transportation conditions, employee 
relations, order backlog, customer specifications as to quality, steel sales fore- 
casts, prospect of domestic and foreign business conditions, ete., and, as to 
serap, not only the price but also the quantity and quality thereof available. 

5. We are not able to undertake a reply with respect to the effects of 
technological improvements and changes, etc., on the use of scrap generally in 
the steel industry, if that (as is apparently the case) is the intention of the 
question. However, we believe that the following observations concerning our 
own experience may be of interest to the staff in preparing a composite answer: 

(a) Republic has recently constructed four large electric furnaces which 
have increased our ingot capacity by 840,000 tons a year without requiring 
a corresponding increase in facilities producing hot metal at the particular 
plants. This development accordingly tends to increase our requirements 
for scrap from outside sources. 

(b) As a result of improvements in blast furnace practice and equip- 
ment (such as top pressure furances) and enrichment of the iron content 
of the burden through the use of concentrated ores there has been an in- 
crease in the availability of hot metal from blast furnaces and a reduction 
in the requirement for scrap (including purchased scrap). 

6. In this question we are asked whether we have any opinion “as to the 
long-term trend in the use of obsolescent scrap and in the possibiilty of an 
increase in the percentage of scrap used in the manufacture of steel.’ We 
would be obliged to predicate our response to such a question on a number of 
variabel assumptions and even then we could not be sure of covering or giving 
proper recognition to all of the possible factors. We respectfully submit that 
the subcommittee would not be materially aided by obtaining such a mul- 


od conjecture from us and accordingly ask to be excused from such an under: 
taking. 
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Notwithstanding the foregoing it may be helpful to make several observations 
which we believe will have a continuing force. First, scrap usage will be af- 
fected by the rate of operations and the ability of plants to produce iron units 
for melting furances. Second, usage of scrap will probably at any time be 
influenced by the then existing and prospective comparisons between scrap and 
hot metal with regard to availability, quality, and cost as well as by the other 
factors previously mentioned. 


APPENDIX I-E 
JUNE 19, 1959, 


STATEMENT OF UNITED STATES STEEL CorRP. IN RESPONSE TO SENATOR LONG’S 
LETTER OF JUNE 15, 1959 


1. Scrap, including home scrap and all other grades, is now being charged in 
our open hearth furnaces at a rate approximating 37 percent of the open hearth 
ingot production. In 1949 the scrap charge approximated a 42 percent average 
of the open hearth ingot production. The hot metal charge now approximates 
72 percent of the open hearth ingot production and in 1949 was approximately 
67 percent. (The total open hearth charge of metallics is about 109 percent 
of ingot production. ) 

2. Records are not maintained to show the source of scrap consumed nor a 
breakdown of the sources of purchased scrap. The total scrap produced from 
our own operations in 1949 was equal to about 79 percent of the total scrap 
used and in 1959 scrap from our own operations is estimated to be about 84 
percent. 

3. During 1949, approximately 33,234,000 gross tons, or 99 percent, of the iron 
ore consumed at our steel mills came from domestic mines and the balance of 
about 360,000 gross tons came from mines located in foreign countries. During 
1959, it is presently estimated that approximately 30,800,000 gross tons, or 74 
percent, of iron ore which we expect to consume at our steel mills will come 
from domestic mines. The balance, presently estimated at 10,900,000 gross tons, 
we expect to import from foreign mines. 

4(a). Our costs of making pig iron are highly confidential and their disclosure 
would cause us serious competition and business harm. Accordingly, we respect- 
fully request that we be relieved of furnishing such cost information. 

4(b). Scrap must be purchased from outside sources to make up such defi- 
ciencies as may exist in our total metallics requirements for open hearth steel- 
making. In other words, to the extent that the quantities of pig iron which we 
produce in our own blast furnaces, plus the home scrap generated in our own 
mills, are insufficient to serve the metallics requirements of our open hearth 
furnaces, scrap is purchased from outside sources to make up the difference. 

In considering the substitution of scrap for hot metal, price is only one of the 
factors. Furthermore, the price cannot be considered on an overall or average 
basis but rather must be considered in relation to the specific area in which the 
steel is being produced and in the light of the specific type of steel produced. 

5. Technological and physical improvements in blast furnaces, coke ovens 
and other facilities, improvements in the methods of producing coke, pig iron 
and steel, the concentration and processing of iron ore and the processing of 
other raw materials have brought about increases in our output of hot metal 
for open hearth charging and this has resulted in some proportional decrease 
in our requirements for purchased scrap. All of these improvements have had 
important bearing on the costs of hot metal, but it is not possible to specifically 
develop the extent to which each has contributed. thereto. 

6. The use of hot metal in open hearth furnaces to its maximum physical 
limitation contributes materially to the efficiency, economy, and quality of steel- 
making. Use of molten steel instead of steel scrap materially decreases the 
furnace time required to produce a heat of steel with a substantial savings in 
fuel consumption, and, because the furnace can be employed for a greater number 
of heats, a substantial increase in steel production. In addition, the use of hot 
metal contributes to the better control of steel quality as contrasted with the 
use of scrap metal that often contains contaminating elements or foreign mate- 
rials that add to the furnace heat time and may adversely affect the quality 
of the steel product. 
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We have been able during recent years, through increased ironmaking capacity 
and through improvements in existing facilities and production methods, to 
increase our production of hot metal in relation to our total metallics require- 
ments for steelmaking. Whether or not the continuance of relative increases 
will be maintained cannot be accurately forecast as it will depend upon many 
factors. These factors, together with the uncertainty of technological develop- 
ments in the steelmaking process, through direct reduction and other methods, 
seriously affect the reliability of any forecast of future uses of scrap. 


Apprenpix IT 
SUPPLEMENTAL STATEMENTS OF WITNESSES 


APPENDIX II-A 


SUPPLEMENTAL BriEF BY EDWIN C. BARRINGER, EXECUTIVE VICE PRESIDENT, INSTI- 
TUTE OF Scrap Iron & STEEL, INC., WASHINGTON, D.C., TO THE MONOPOLY Sus- 
COMMITTEE OF THE SELECT SMALL BUSINESS COMMITTEE OF THE SENATE. 


I wish to comment on several points raised by other witnesses at the hearing 
held by the subcommittee on June 24, 1959. 

Several witnesses made allegations, the substance of which was that the 
board of directors of the Institute of Scrap Iron & Steel was dominated by 
Luria Bros. & Co. When the board of directors of the Institute of Scrap Iron & 
Steel at its quarterly meeting in Cincinnati on July 24 was informed of this, a 
general discussion followed resulting in the adoption unanimously of the fol- 
lowing resolution. The directors present, and voting unanimously for this resolu- 
tion, are identified with 30 separate dealers and brokers from all parts of the 
country. The resolution referred to is as follows: 

“We, the officers and directors of the Institute of Scrap Iron & Steel Inc., at our 
quarterly meeting held in Cincinnati, Ohio, July 14, 1959, do hereby affirm: 

“We constitute the duly-elected representative group of scrap iron and steel 
dealers and brokers in which the voting power is concentrated in members of 
our board elected by our representative chapters and by our members at large 
on an annual basis. In addition to our elected chapter presidents and elected 
directors-at-large, we constitute a further representation of our industry by 
appointed committee chairmen and vice chairmen, past presidents, and officers 
elected at annual conventions. 

“Our meetings are conducted in accordance with our bylaws, which are pat- 
terned in accordance with the custom and procedure of trade associations in the 
United States and organizations not for profit. Our meetings are conducted ina 
free and open manner without domination by the chair or by any factor or group 
of factors among our membership. Any member of our institute, comprising 
almost 1,300 members, may attend any meeting and observe the procedure. 

“Programs adopted by the institute are thoroughly debated before their adop- 
tion. In the history of the institute many programs have been controversial and 
débatable, but in any event the majority vote controls the final policy of adopt- 
ing or rejecting a program. 

“The institute does not assume jurisdiction of an individual company, its 
policies, programs, or corporate organization. ‘The institute does not involve 
itself with prices except in cases of emergency where Government jurisdiction 
is involved in the establishment of fixed prices upon due authorization from the 
Congress or executive authority. 

“We believe that the current needs of our industry are principally those of 
requiring a higher volume of orders, the continued rendition of good services by 
our dealers, achieving quality standards, and by cooperation between our 
customers and ourselves. 

“We believe that the Institute of Scrap Iron & Steel Inc., more than any 
other trade association or person in the United States, speaks for the rank and 
file of the industry, and has and will as it has in the past promote, foster, and 
further the welfare of the scrap iron dealer and the relationship of the scrap iron 
dealers with Government, customers, and the public. We believe the attacks 
made upon the institute or its officers without documentary evidence and uncon- 
troverted statements do much to create doubt rather than to serve the industry 


at large. 
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“We deny that any specific person, publication, or any other trade association 
can by self-appointment speak for the majority. The Institute of Scrap Iron & 
Steel Inc. from its continued growth of membership speaks for approximately 
1,300 dealers shipping an overwhelming majority of dealer scrap in the United 
States. We believe that the loyalty of our membership bespeaks the integrity 
of our association, and we resent any implications or expressions to the contrary. 

“Tt has taken more than 30 years to build a magnificent trade association that 
has demonstrated its value in time of grave emergency. We believe the future 
of our industry will be assured by the continued faith of our members in the 
aims and purposes of this institute.” 

At the conclusion of this meeting of the board of directors in Cincinnati on 
July 14, 1959, a motion was made from the floor expressing complete confidence 
in Mr. Myron L. Chase as president of the institute. This motion was seconded 
and was unanimously carried by a standing vote, which included not only the 
foregoing 30 individual directors, but also 19 ex officio directors as chairmen and 
vice chairmen of committees and past national presidents—not eligible to vote 
under the bylaws but desiring to denote their confidence in and support of Mr. 
Chase. This refutation of charges of domination of the institute by Luria Bros. 
was expressed with more solid conviction than any issue I have seen rising 
within the purview of the board of directors of the institute in my 21 years 
with it. 

Concerning the allegation that I am dominated by Luria Bros., I wish to state 
that I have served as executive secretary or executive vice president under 11 
presidents, including the incumbent, and I myself served 5 years as wartime 
president of the institute. I cannot recall that any president at any time 
requested or directed me to take a position or make a representation or do 
anything contrary to policy laid down by the board of directors itself. I am 
an employee and not an officer of the institute; I have seen representatives of 
the institute in meetings with Government taking a position contrary to the 
known views of their customers who were sitting across the table from them; 
the institute has functioned solely on matters of broad interest to all members 
such as reduced freight rates, more liberal export policy, research, public rela- 
tions, safety, etc. 

A man who, to the best of my recollection, has attended only one meeting of 
the board of directors of the Institute of Scrap Iron & Steel in the past 21 years— 
and then by proxy—alleged on June 24 that members of the board were appre- 
hensive about expressing their viewpoints in the presence of large brokers. I 
have never known of any director who withheld any discussion of any issue; 
in fact, the conference of 25 chapter presidents, who are principally small dealers 
and constitute a majority of the board, at the meeting of the board of directors 
at Chicago on April 9, 1959, submitted a proposal which, in effect, would put some 
limits on discussion for the reason that too much latitude had been permitted by 
the presiding officer to directors in speaking at board meetings. 

I myself inaugurated the procedure of generally designating officers and past 
presidents to represent the institute in conferences with consumers and the 
Government. The institute is embarrassed with a riches of talent, and appoint- 
ing small committees for representation formerly was a difficult one for a presi- 
dent. A minimum of criticism of appointments follows when, to the extent 
possible, the choices are made from the officers and past presidents; the qualifica- 
tion “to the extent possible’ is made because frequently a limitation is placed 
on the size of a committee. 

Traditionally, officers of the institute work up the ladder. Mr. Chase, for 
example, first became an officer (secretary) of the institute in 1950 when he 
was associated with the Luntz Iron & Steel Co., Canton, Ohio. He had advanced 
to second vice president and subsequently to first vice president when he trans- 
ferred to Luria Bros. & Co, Mr. Chase was unanimously elected to a second term 
as first vice president after becoming associated with Luria Bros. and subse- 
quently was twice unanimously elected president by the board of directors. Any 
opposing candidate could have been nominated, in which case a secret ballot 
would have been taken. Mr. Leonard H. Krieger was associated for a number 
of years with the Southwest Steel Corp., Pittsburgh, and had been elected a vice 
president of the institute when he was associated with Southwest, prior to 
Southwest being absorbed by Luria Bros. 

are to make the following constructive recommendation to the subcom- 
mittee ; 
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In the past few years the utilization by steel mills of obsolescence scrap—the 
kind principally supplied by scrap dealers—has suffered from the increased pro- 
portion of pig iron (hot metal) in the charge into most types of steelmaking 
furnaces, In this period the proportionate use of foreign iron ore to make pig 
iron has greatly increased. It is the contention of the scrap industry that such 
increased use of foreign iron ore has been stimulated by freight rates unduly 
preferential to foreign ore. For example, the railroads are hauling foreign iron 
ore from. such North Atlantic ports as Baltimore, Philadelphia, and New York 
to the Pittsburgh district at $3.65 per ton, whereas the same railroads are charg- 
ing approximately $12 per ton for the same haul on scrap, The facilities re- 
quired for the transportation of foreign iron ore and scrap are substantially 
identical, and neither incurs any potential claims for damage in transit. In 
my opinion, the subcommittee can make a constructive contribution to the role 
of the small dealer by removing the handicap placed on him when railroads haul 
iron ore for about one-fourth of their charge for scrap for the same haul. 


APPENDIX II-B 


STATEMENT OF Morris Rosorr, CouNciIL OF THE NATIONAL FEDERATION OF INDE- 
PENDENT SCRAP YARD DEALERS, INC., IN REPLY TO THE STATEMENT AND TESTIMONY 
or M. L. CHAaseE BEFORE THE SUBCOMMITTEE ON MONOPOLY OF THE SELECT 
COMMITTEE ON SMALL BUSINESS OF U.S. SENATE AT THE HEARING OF JUNE 24, 
1959 


It is not the purpose of this reply statement to point up any discrepancies in 
Mr. Chase’s formal statement or in his oral testimony nor to discuss any state- 
ment by him which has been thrown into question. This reply will be confined 
to the economic and industrial factors involved. 

The crux of the situation may, we think, be found in this paradox: on the 
one hand, in addressing the annual convention of the Institute of Scrap Iron 
and Steel, Inc., of which he is president, Mr. Chase, on January 12, 1959, viewed 
with alarm the relegation of the scrap industry to a marginal role. On the 
other hand, the giant scrap company with which he is identified, according to 
Mr. Chase, still hopes to grow ; a hope which has been evidenced and implemented 
by a steady accretion by Luria of superyards on or contiguous to steel mill 
property. 

On the occasion of his address at the annual convention of ISIS referred to 
above, Mr. Chase said, in part: 

“We have often expressed the fear of being relegated to the role of a marginal 
industry. It is time to realize that the technological changes that have taken 
place in the steel industry have already placed us in that position under a wide 
range of market conditions.” 

It is apparent that if both projected events occur; i.e., contraction of the 
industry on the one hand and the hoped for continuing growth of its largest 
unit, Luria Bros., on the other, the latter will become more dominant in the 
industry than ever. 

To talk only of the technological advances of the steel industry is to use the 
“red herring” technique. The issue is not alone the possibility of decreasing 
use of open market scrap but also concerns the answer to the question as to 
who is going to be left to handle that scrap. 

Mr. Chase assumes a naivete hardly in keeping with the depth and scope of 
his experience in the scrap business in attempting to create the impression that 
Luria Bros. is doing nothing more in the area of “superyards” than some of its 
competitors. In answer to this ingenuousness, the following is a comparison of 
superyards and other independent yards however large: 

1. What we are dealing with is an established chain of large yards each 
involving an investment of approximately $1,000,000 or more, and located on 
or contiguous to steel mill properties under a contractual relation with the mills 
based upon a written instrument or lease. This is the first difference. 

2. What we are also dealing with is the largest scrap company in the world 
which has 22 offices in the United States and Canada and 12 plants, 6 of which 
are superyards, both as to size and location, relatively recently established on 
the property of or contiguous to plants of the following steel mill companies: 
Bethlehem, Keystone, Granite City, Lukens, Great Lakes, and Colorado Fuel & 
Iron. There is no other scrap company in the United States that is national 
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in scope and that has the Wall Street financial tieup of Luria Bros. While 
there are a few isolated local cases where certain scrap companies have yards 
on or contiguous to mill property, it is misleading to say that Luria is doing 
nothing more than its competitors. There is no other extensive chain of such 
yards in existence and no other national scrap company functioning as Luria 
Bros. This, then, is another difference in the economic comparison with the 
local and regional yards and operations characteristic of the scrap industry. 

3. There are competitive advantages involved that are denied to the inde- 
pendent yard dealer. Tying in the mill home scrap into the industrial scrap 
coming to the mill, which is serviced by Luria Bros. under arrangement, places 
that company in a position to complete the raw material requirements of that 
particular mill by handling such open market scrap as may be required by the 
mill with an inventory of scrap owned and stockpiled by Luria Bros. always 
visible and available to the steel mill on its own property. 

4. Price advantages can accrue through proximity, the elimination of switch- 
ing and freight charges, through more immediate physical availability to the 
mill, and through a continuous course of communications in dealing with the mill. 

5. A formidable advantage point has thus been established for cutting across 
sources of supply and independent yard dealers. This would become the more 
aggravated when added to the reported practice of Luria Bros. of paying the 
equivalent or almost equivalent prices for raw material, in a number of in- 
stances, as independent dealers can get for the finished scrap product. The 
raw scrap Material going to Luria Bros. generally involves no different process 
than in other yards. The special quality claim of Luria Bros. would appear 
to be entirely deflated by the testimony by several of the major mill representa- 
tives that there is no difference in quality among their many suppliers of scrap. 

6. The tie-in by arrangement and by investment on mill property severely 
limits the free scrap market in that particular area and constitutes a clear field 
for preclusive buying on the part of any steel corporation that has in effect 
thus selected Luria Bros. as is “chosen instrument.” 

With respect to the Institute of Scrap Iron & Steel, Inc., of which Mr. Chase 
is president, he says, in his direct statement to the committee: 

“It simply is not and never has been true that Luria could or did ‘dominate’ 
the highly democratic scrap institute.” 

These are the facts: There is a massive and pervasive presence of Luria Bros.’ 
officers and employees throughout the entire institute structure. During the 
current administration under the presidency of Mr. Chase of Luria Bros., there 
are 18 Luria Bros.’ representatives in official positions, strategically located 
throughout the national and chapter organizations. In the period from 1952, 
when the Federal Trade Commission started its field investigation of the scrap 
industry, through the current institute structure of 1959, there never were less 
than 14 Luria Bros.’ representatives in the national and regional official family, 
and in 1957 it ran as high as 22. The attached schedule contains the names 
and positions of Luria Bros.’ representatives in the institute’s official structure 
during the 8 years between 1952 and 1959. Past presidents of the institute 
become members of the board for life. The living past presidents who take 
an active part in the institute include three Luria Bros.’ officials, as noted 
above, in addition to the Luria Bros.’ officials on the board. 

Luria Bros. is in a position to control the sources of policymaking power, in 
addition, through the appointment of the standing committee chairmen, all of 
whom become members of the board, 

In connection with committee assignments, it is noted that Mr. Chase stated 
to the committee that only one meeting with the American Iron & Steel 
Institute took place on April 29, 1959. We are advised that another similar 
meeting was held at the office of the American Iron & Steel Institute on 
February 18, 1959, for the stated purpose of discussing research. 

With Luria Bros.’ branch managers and representatives strategically located 
in policy positions, chairmanships, and, to an even larger extent, in listening 
posts, it is easy to understand any lack of discussion in the institute’s councils 
and meetings of such critical industrial problems as concentration of economic 
power in the industry, the Federal Trade Commission case, the support of House 
and Senate committee hearings affecting the industry, and other issues for which 
an independent, untrammeled trade association, concerned with the future of the 
industry, would normally provide the forum, as well as policies. 

Luria Bros., by reason of its size and status, has a special vested interest in 
all of these subjects, any discussion of which would have to be by members many 
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of whom are or hope to be suppliers of material to Luria Bros. or coparticipants 
with them in one or more commercial activities. 

It would not be fruitful to enter into a numbers game as to whether or not 
there is increasing entry of newcomers into the scrap industry. The Census 
Bureau data must be viewed from the aspect that there are many thousands 
of dealers of secondary and waste material who handle ferrous scrap only as 
an additional or sideline. The total has been estimated by industry sources 
as 8,000. 

Perhaps a more conclusive index as to whether or not there has been a 
standstill in the growth of dealers in the industry is the index membership 
of the Scrap Iron & Steel Institute itself. Whereas institute membership grew 
steadily from 600 firms in 1939 to 1,300 in 1954, its peak, the membership roster 
has apparently stopped growing and has fluctuated from between 1,200 and 
1,300 firms in the last 5 years in an industry which, according to Mr. Chase, 
is “fertile field for the entry of newcomers.” 

The heat of controversy should not be allowed to obscure the following: 

1. There was unanimous agreement in the testimony, including that of the 
mill representatives, that scrap is essential to national defense. 

2. That it would be a tragic error if the apparatus of men and machinery 
necessary for the collection and processing of ferrous scrap were permitted to 
atrophy. 

3. That ferrous scrap is a vital raw material resource in the economy of the 
United States; and 

4. That overwhelmingly the participants in the industry constitute small 
business. 

In these circumstances, the urgency of keeping the scrap industry and its 
small business member firms on a viable basis, free from the deadening hand 
of growing concentration of economic power, and able to operate efficiently in 
the conservation of scrap as a natural resource, will, it is hoped, be affirmed 
by this honorable committee and reflected in any recommendations which it 
may make. 





APPENDIX II-C 


SUPPLEMENTAL STATEMENT OF MYRON L. CHASE, ASSISTANT TO 
THE PRESIDENT, LURIA BROTHERS & CO., INC., NEW YORK, N.Y. 


ADVERTISING BY LuRIA Bros. & Co., INc., AND ITS SUBSIDIARIES IN THE MAGAZINE 
Scrap AGE 


In the course of my testimony I pointed out to the subcommittee that Luria 
Bros. & Co., Inc., had at one time regularly advertised in Scrap Age, a magazine 
of which M. D. “Mush” Oberman is editor and publisher. I stated that at about 
the end of 1957, Luria’s annual advertising contract expired and that Luria 
“for purely commercial reasons” did not renew its advertising contract there- 
after. I stated that after Luria ceased its advertising in Scrap Age, Mr. Oberman 
commenced an editorial attack on Luria (transcript, pp. 219-221). 

Shortly after I so testified I was excused from attendance at the hearing by 
the chairman, who said “You wanted to catch an airplane and you can go 
ahead * * * you are excused” (transcript, p. 221). Mr. Oberman then testified 
concerning his version of the circumstances. Mr. Oberman finished his testimony 
after I had left and our counsel then requested that I be accorded the privilege 
of submitting a written statement in reply to Mr. Oberman. 

I have no desire to enter into a vindicative debate with Mr. Oberman on mat- 
ters which, as the chairman pointed out, are “a little irrelevant” to the purpose 
of the hearings; however, I do feel that a strict analysis of the basic facts is 
warranted in order to clarify the record. 

The basic factual points on which Mr. Oberman and I differ seem to be the 
following : 

(1) Mr. Oberman testified that Luria and its subsidiaries, Southwest Steel 
Corp., Lipsett Inc., and Lipsett Steel Products, Inc., all withdrew their advertis- 
ing from Scrap Age as a result of and in retaliation against the appearance of 
an editorial in the August 1957 edition. Mr. Oberman is somewhat unclear as 
to the exact dates of the alleged withdrawal. At one point he stated “I also want 
to make my rebuttal remarks here, that Luria withdrew their advertising on 
December 31, 1957. Mike doesn’t remember * * *” (transcript, p. 224). 
Later he said “They [Luria] let Lipsett and Southwest and a couple more of 
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them pull out right quick but they [Luria] stick theirs out for a couple more 
months” (transcript, p. 226). 

The facts are as follows: Luria ran full-page advertisements in Scrap Age 
through December 1957 when its contract expired. Four full-page ads appeared 
in 1957 after the August 1957 issue. Lipsett, Inc., and Lipsett Steel Products, 
Inc., also continued quarter-page ads on their regular schedule through 1957 
(but did not renew thereafter), having advised Scrap Age by letter in September 
1957 of their desire so to withdraw. Southwest Steel Corp. ran nine consecutive 
full-page ads in Scrap Age after the August 1957 issue, and did not cease adver- 
tising until the June 1958 issue. This long continuation of full-page advertising 
by Southwest Steel directly contradicts Mr. Oberman’s testimony and forcefully 
rebuts his implication that Luria and its subsidiaries adopted a policy of retalia- 
tion following the August 1957 editorial. 

I am submitting along with ths statement photosatic copies of each of the 18 
advertisements of Luria and its subsidiaries which appeared in Scrap Age follow- 
ing August 1957.* 

(2) I testified that Luria and its subsidiaries ceased advertising in Scrap 
Age for commercial reasons. Mr. Oberman implied that the cessation was in 
retaliation for the editorial in the August 1957 issue. The fact, noted above, 
that Luria or its subsidiaries ran its advertisements in Scrap Age after the 
August 1957 issue, in my opinion, rebuts any such notion. Furthermore, the 
fact that Luria and its subsidiaries were motivated by commercial reasons 
when they stopped advertising in Scrap Age is fully supported by an analysis 
of expenditures for advertising in 1957 as compared with 1958. On the basis 
of figures supplied to me by Luria’s accounting department, it appears that 
Luria cut its advertising expenditures sharply in 1958. Total advertising pay- 
ments by Luria and its subsidiaries to publications were cut from $79,957 in 
1957 to $41,065 in 1958, as part of an overall economy program. For example, 
when Southwest Steel stopped advertising in Scrap Age it simultaneously 
stopped advertising in Waste Trade Journal, another monthly magazine which, 
so far as I know, has never attacked Luria. 

(3) Mr. Oberman implied that he first criticized Luria in an editorial in 
the August 1957 issue of Scrap Age. I testified that Mr. Oberman’s editorial 
“attack” on Luria did not begin until about September 1958, after Luria ceased 
to advertise. 

When I spoke of Mr. Oberman’s “attack” upon Luria, I was not thinking of 
the August 1957 editorial, but rather of the series of attacks which began in 
the September 1958 issue under the heading ‘My Day In Washington,” and 
which have continued in Scrap Age since that time, and which have also been 
circulated since March 1959 as a separate pamphlet under the same name. (The 
first “My Day In Washington” column appeared in August 1958, but that one 
column was not an “attack” on Luria.) 

A reading of those columns printed under the heading “My Day In Washing- 
ton,” will clearly indicate why I consider those articles to be an “attack.” My 
opinion is further reinforced when I note that, although the complaint in the 
FTC case became public in January 1954, the case only became news for Scrap 
Age in September 1958—a few months after Southwest ceased placing full-page 
ads and at a time when neither Luria nor any other subsidiary was advertising 
in Scrap Age. 

(4) Mr. Oberman testified about an advertisement which Luria placed in the 
July 1958 issue of Scrap Age. Concerning thi@#matter he said “But one thing 
that Mike [Chase] didn’t say, and why I asked for the privilege is that when 
I had my campaign ready to go regardless of whether they advertised or not, 
for August 1958 [sic] Luria all of a sudden comes back into my magazine with 
a full page in color * * * that was in July of 1958 * * * they sort of slyly 
slipped in this advertising, you see” (transcript, p. 225). Later, on the same 
subject, he said “Their last ad appeared in December 1957, but in July 1958 
they came back with their advertising. They tried me with a color page” 
(transcript, p. 228). 

I have discussed this matter with the executives of Luria who are in charge 
of advertising policies, and, on the basis of what they have told me, I believe 
that Mr. Oberman’s interpretation of the July 1958 advertisement is completely 
incorrect. What happened is very simple. The Institute of Scrap Iron and 
Steel conducts an annual trichapter meeting of its western New York, Capital 
District, and central Pennsylvania chapters. Scrap Age planned to devote a 


2 Retained in committee files. 











168 PROBLEMS OF THE SCRAP-STEEL INDUSTRY 


special section of its July 1958 issue to this important annual meeting. In this 
connection, I am informed that Mr. Oberman personally solicited Luria to place 
an ad in the special section commemorating the meeting. Luria believed that 
the special section had particular commercial value and placed an ad, a photo- 
copy of which is submitted herewith, which clearly shows that the ad was part 
of the special section. 

(5) Senator Schoeppel requested me to supply for the record amounts ex- 
pended by Luria with Scrap Age for each of the last 3 years (transcript, p. 221). 
The total figures for Luria and all subsidiaries as reported to me by the execu- 
tives in charge of such matters are as follows: 


ee etenthe deinen haatdteamepeandipginnacasesane wes * $4, 340 
el dl ace a tnichenemedtaininemenigeniedtuiicalinertonrhinre-osiumereatoaeneearn te nara ten 4, 013 
A rellalinintndestbrinee-wetienslitiiitesdll meen sinites eeonsthtae co ding aan ty outers ercnwhiglvas ton 7, 518 
i ia E ed ate d erercailbe cengrei edict tect eactarecis wie ooapinsewinguibenes *1, 430 


11955 total does not include Southwest Steel because the records cannot be located. 
2 Of this amount, $180 represents payment for ads appearing in 1957. 


STATE OF NEw YorK, 
County of New York, 88: 


Myron L. Chase, being duly sworn, deposes and says that he has read the fore- 
going statement and the facts set forth therein are true and correct to the best 
of his knowledge, information, and belief; and, as to the facts set forth therein 
which were supplied to him by others, he believes them to be true. 


Myron L. CHASE. 


Sworn to before me this 23d day of July 1959. 
MarK J. MAGED, 
Notary Public, State of New York. 


THE U.S.S. “ENTERPRISE” 


During the course of his testimony Mr. Chase stated that Luria Bros. & Co., 
Ine. had an interest in a joint venture in connection with the aircraft carrier 
U.S.S. Enterprise. Mr. Chase was requested to supply further information con- 
cerning such joint venture (transcript, p. 216). 

Lipsett, Inc., which is a subsidiary of Luria Bros. & Co., Inc., H. Klaff Co., and 
Hugo Neu Corp. are participants in a joint venture in connection with the demoli- 
tion of the aircraft carrier U.S.S. Enterprise. Each of the joint venturers agreed 
to pay one-third of the cost of the operation and to share profits or losses equally. 

The U.S.8S. Enterprise was purchased from the U.S. Navy for $561,333 upon 
the acceptance by the Navy of a sealed bid on July 1, 1958. 


STATE or NEw YORK, 
County of New York, 8s: 


Leonard H. Krieger, being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information, and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 

LEONARD H. KRIEGER. 

Sworn to before me this 28th dffy of July 1959. 

Mark J. MAGeEp, 
Notary Public. 


Exports TO THE O.C.C.F. 


During the course of Mr. Chase’s testimony at the hearing, he was asked about 
Luria’s participation in scrap sales to the O.C.C.F., an organization which had 
been established by steel mills of European countries participating in the so- 
called Schumann plan. Mr. Chase was granted permission to supplement his 
testimony by submitting information with respect to the dates of certain events 
which he did not have in his memory (transcript, p. 171). 

A full account of the sales to the O.C.C.F. appears in the record before the 
Federal Trade Commission in Jn The Matter of Luria Brothers, et al., and is 
summarized at pages 459-479 in the findings of fact proposed by Luria. 
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The following outline briefly sets forth our understanding of salient points in 
the testimony before the Federal Trade Commission. Reference should be made 
to the above-mentioned proposed findings of fact and to the record before the 
Federal Trade Commission for a full statement of the facts, and the following 
outline is qualified by such reference: 

The O.C.C.F. was set up in late 1953 or early 1954 to serve as a central scrap 
buying office for the so-called Schumann plan nations which were members of 
the European Coal and Steel Community. In the spring of 1954, the O.C.C.F. 
invited Luria and Schiavone-Bonomo Corp., another U.S. scrap broker and 
dealer, to come to Brussels to negotiate for the sale of scrap. Luria and 
Schiavone-Bonomo found Western Steel International Corp. also on the scene. 
All three competed for the business. The O.C.C.F., however, chose to have all 
three companies act jointly, and a contract so providing was signed by the three 
companies on May 4, 1954, and by the O.C.C.F. on July 14, 1954. The inclusion 
of all three companies as joint parties to the contract was a decision made by 
0.C.0.F. Luria was included by 0.C.C.F. because of its reputation for service. 
Schiavone-Bonomo Corp. was included because of its support among the Italian 
steel mills. Western Steel International was included at the insistence of the 
German steel mills. Luria, Schiavone, and Western agreed to share profits 
and losses approximately equally. The chief function of Western was the 
administration of details abroad, while Luria and Schiavone-Bonomo purchased 
scrap in the United States. 

In November 1954, the 0.C.C.F. wrote to at least six companies in the United 
States requesting offers for the supply of the O.C.C.F.’s scrap requirements for 
the last three quarters of 1955, and specifying the grades of scrap desired. 
None of the six suppliers submitted an offer meeting the specifications contained 
in the 0.C.C.F. request. (The correspondence on the subject is included as 
exhibits in the Federal Trade Commission case.) 0O.C.C.F. therefore continued 
its arrangements with Luria, Schiavone-Bonomo, and Western through 1955. 

In 1956 and part of 1957 the O.C.C.F. purchased from the same three com- 
panies and also bought substantial quantities from at least five other U.S. scrap 
firms. 

In September 1957, the O.C.C.F. solicited sealed bids for its 1958 scrap require- 
ments and thereafter the 0.C.C.F. has purchased scrap on a sealed-bid basis. 


STATE OF NEW YORK, 
County of New York, ss: 


Leonard H. Krieger, being duly sworn, deposes and says the he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information, and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 

LEONARD H. KRIEGER. 

Sworn to before me this 28th day of July 1959. 

MarK J. MAGED, 
Notary Public. 


CORPORATE RELATIONSHIPS WITH Hvuco Nev 


During the course of the hearing the chairman addressed questions to Mr. 
M. L. Chase concerning certain relationships with Hugo Neu. The chairman 
asked: “If there are interlocking directorships or if there is a major common 
stockholder who might own a major share of stock in Ogden Corp., would you 
seek to find out for me?” Mr. Chase stated the he did not know the answer to 
this question and that it would be necessary for him to seek the information 
from Mr. Neu (transcript, p. 214). 

Following the hearing, inquiry concerning this matter was made of Hugo Neu. 
Attached herewith as an exhibit is a copy of a letter dated July 27, 1959, ad- 
dressed to the general counsel of Luria by Root, Barrett, Cohen, Knapp & Smith, 
Esqs., counsel to Mr. Leu, in which it is stated that there are no interlocking 
directorships or stock relationships between either Hugo Neu Corp. or Mr. Neu, 
personally, and Ogden Corp., Luria Bros. & Co., Inc., or any subsidiaries of 
either of them, 
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STATE OF NEW YORK, 
County of New York, ss: 

Leonard H. Krieger, being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information, and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 

LEONARD H. KRIEGER. 

Sworn to before me this 28th day of July 1959. 

Mark J. MAGED, 
Notary Public. 
Commission expires March 30, 1961. 


Root, BARRETT, COHEN, KNAPP & SMITH, 
New York, N.Y., July 27, 1959. 
Howarp M. HoLttzMann, Esq., 
Messrs. HOLTZMANN, WISE & SHEPARD, 
New York, N.Y. 

DEAR Mr. HOLTZMANN: This will acknowledge your letter of today’s date, in 
response to which I give you the following information: 

(1) Neither Hugo Neu Corp. nor Mr. Neu personally owns any stock 
of Ogden Corp. 

(2) Neither Ogden Corp., Luria Bros. & Co., Inc., nor any subsidiary of 
either owns any share of Hugo Neu Corp. 

(3) Neither Hugo Neu Corp. nor Mr. Hugo Neu know of any person or 
firm which owns shares of stock of both Ogden Corp. and Hugo Neu Corp. 

(4) No person who is a director or officer of Hugo Neu Corp. is either 
a director or officer of Ogden Corp., Luria Bros. & Co., Inc., or any sub- 
sidiary of either. 

The foregoing answers are based upon corporate records to which, as counsel 
for Hugo Neu Corp., we have access and upon information furnished to us by 
Mr. Neu. It seems to me that the questions you pose completely cover the 
information sought by Senator Long’s inquiry, and I can suggest nothing further 
which might be helpful. 

You have my authority to forward to Senator Long and the subcommittee a 
copy of this letter. 

Sincerely, 
WHITMAN KNAppP. 


ACTIVITIES OF Livineston & SouTHarp, INc., A SUBSIDIARY OF LuURIA Bros. 
& Co., Inc. 


The supplemental statement of Mr. M. L. Chase concerning acquisitions, 
mergers, and constructions of new yards by Luria Bros. & Co., Inc., refers to the 
formation of a new corporation known as Livingston & Southard, Inc., and 
states that “the new corporation took over the name and former personnel of 
the older corporation which had been engaged primarily in the export to the 
Far East of offgrade new steel which was sold for reuse, not as scrap” (p. 4). 

Following the hearing the subcommittee staff requested information concern- 
ing the activities in which Livingston & Southard, Inc., has been engaged since 
the time of its formation by Luria. 

Livingston & Southard, Inc., has been engaged principally in the export of 
primary and secondary steel and steel products, nonferrous metal products, 
and nonferrous scrap. However, on relatively few occasions in the past Liv- 
ingston & Southard, Inc., has exported some steel scrap. Generally, during the 
years 1955-58, Livingston & Southard, Inc., as a service to Luria, has handled 
the mechanics of steel scrap export on behalf of Luria (such as the chartering 
of ships, etc.), although sales in such instances were actually made by Luria. 
Since 1958, however, Luria has established its own department for the handling 
of the mechanics of steel scrap export and such services are not now normally 
rendered by Livingston & Southard, Inc. 

In addition to its export operations, Livingston & Southard, Inc., has also 
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been engaged in the importation of ores, ferroalloys, and nonferrous metal 
products. 

The foregoing information is based upon information furnished by the execu- 
tives of Livingston & Southard, Inc. 


STraTE OF NEW YORK, 
County of New York, ss: 

Leonard H. Krieger, being duly sworn, deposes and says that he has read 
the foregoing statement and the facts set forth therein are true and correct to 
the best of his knowledge, information, and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 

LEONARD H. KRIEGER. 

Sworn to before me this 28th day of July 1959. 

MARK J. MaGep, Notary Public. 

Commission expires March 30, 1961. 


List OF SUBSIDIARIES OF LurrA Bros. & Co., INc., AND ScrAP YARDS OPERATED BY 
Luria Bros. & Co., INc., AND ITs SUBSIDIARIES 


Following the hearing on June 24, 1959, the staff of the subcommittee re- 
quested a list of all wholly owned and partially owned subsidiaries of Luria 
Bros. & Co., Inc. Such subsidiaries are as follows: 

Booth & Flinn Co.: 37% percent of the stock of this company is owned by 

Luria Bros. & Co., Inc., and 25 percent of the stock is owned by Lipsett, Inc. 

Bulk Chemicals, Inc., International Railway Car Leasing Co.: 50 percent 
stock interest. 

Lax Bros. 

Lipsett, Ine. 

Lipsett Steel Products, Inc. 

Livingston & Southard, Inc. 

Midwest Aluminum Supply Corp. 

Pueblo Compressed Steel Corp. 

Southwest Steel Corp. 

Western Pipe & Tube Co., Inc. 

Following the hearing the staff of the subcommittee also requested a list of 
all yards operated by Luria Bros. & Co., Inc., and its subsidiaries. Such 
information follows: 

Operated by Luria: Memphis, Tenn.; Modena, Pa.; Reading, Pa. 

Operated by Southwest Steel Corp.: Glassport, Pa. 

Operated by Lipsett Steel Products, Inc.: Brooklyn, N.Y.. Los Angeles, 
Calif.; River Rouge, Detroit, Mich.; Chicago, Ill.; Granite City, Ill; 
Seattle, Wash.; Peoria, Ill.; Coatesville, Pa. 

Operated by Pueblo Compressed Steel Corp.: Pueblo, Colo. 

Operated by Lax Bros.: Hamilton, Canada. 

Scrap marshaling facilities are also maintained at Port Newark, N.J.; Los 
Angeles, Calif.; Montreal, Canada; Houston, Tex.; and Baton Rouge, La., the 
primary purpose of which is to marshal materials and load metals for export and 
not to process scrap. All of such facilities are operated by Luria with the 
exception of the Port Newark facilities, which are operated by Lipsett Steel 
Products, Inc. 


State or New York, 
County of New York, 88: 

Leonard H. Krieger being duly sworn, deposes and says that he has read the 
foregoing statement and the facts set forth therein are true and correct to the 
best of his knowledge, information, and belief; and, as to the facts set forth 
therein which were supplied to him by others, he believes them to be true. 

LEONARD H. KRIEGER. 

Sworn to before me this 28th day of July 1959. 


Mark J. Macep, Notary Public. 
Commission expires March 30, 1961. 
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IMPACT OF CHANGING STERL TECHNOLOGY ON THE DEMAND 
FOR PURCHASED SCRAP 


(Prepared by research department, Luria Bros. & Co., Inc., June 1959) 
STEEL INDUSTRY RESEARCH EFFORTS 


The steel industry has increased its research and development expenditures 
nearly 400 percent since World War II. The overall objective of this increased 
emphasis on technological development can be stated simply: to make the 
highest quality steel at the lowest possible cost with available raw materials, 
Admittedly, this is an obvious objective of research in any industry, but, by 
considering the various subsidiary objectives that are summarized in the major 
research objective, we can better appreciate the impact of changing steel tech- 
nology on purchased scrap demand. 

1. To increase the capacity of existing equipment as much as possible, 
2. To raise the yield of salable products per ton of metal produced. 
3. To convert iron ore to iron more economically and in a more usable 
form. 
BLAST-FURNACE TECHNOLOGY 


Over the years, domestic producers of pig iron and hot metal have been 
forced to use more and, more lower-grade ores because of dwindling supplies 
of high-grade materials. Despite this fact, improvements in ore-beneficiating 
techniques, as well as sintering, pelletizing, and other forms of agglomeration, 
have made it possible to expand substantially blast-furnace capacity without 
the construction of additional furnaces. -To illustrate: the production of 
agglomerated products for blast and steelmaking furnace consumption has 
risen to the point where almost 39 million tons were produced in 1958. In 
addition to the impact of these agglomerated products on blast-furnace efficiency, 
a recent trend has developed in the consumption of agglomerated products in 
steelmaking furnaces, where they are a direct competitor of scrap. In 1958, 
almost 1% million tons of agglomerated materials were charged into steel- 
making furnaces. 

Another substantial increase in blast-furnace output has resulted from both 
the use of oxygen in the blast and top pressure. The combined effect of the 
various improvements in blast-furnace technology appears to have increased 
furnace capacity 25 percent, exclusive of the construction of new furnaces. 

Another significant increase in blast-furnace output, perhaps easily as signifi- 
cant as the sintering of beneficiated ores, will result from a new refinement— 
the addition of finely ground limestone into iron sinter to make it self-fluxing. 

Since 1940, improvements in technology, along with construction of additional 
furnaces, have increased hot-metal capacity of the steel industry by 39 million 
tons. 

NEW OPEN-HEARTH PRACTICES 


The increase in blast-furnace capacity described above would have had rela- 
tively little significance in terms of impact on scrap demand had it not been for 
significant changes in open-hearth practices. 

A most significant practice, as far as purchased scrap is concerned, is the 
increased use of oxygen. Since open-hearth furnaces comprise nearly 90 percent 
of steelmaking capacity in this country, and since over 50 percent of the demand 
for purchased scrap has, in the past, been for open-hearth consumption, the 
significance of increased use of oxygen cannot be over emphasized. 

Some steelmakers have used oxygen to increase melting rate and hot metal to 
scrap ratio for many years. The earliest techniques involved introducing 
oxygen through the medium of oxygen-enriched air in the furnace or by use of 
a water-cooled lance through the furnace door to accelerate carbon removal. 
Both techniques appear to have been successful and it is expected that there 
will be still further adoption of these practices. 

But two more recent and considerably more important methods of introduc- 
ing oxygen into the open hearth have been developed. One is the use of an 
oxygen lance through the furnace roof. This technique is comparable in certain 
respects to what is done in oxygen converters, which are discussed below. 

The other practice which has increased the flexibility of open-hearth furnaces, 
as far as a rate of scrap consumption is concerned, is the charging of iron ore 
directly into the furnace. This procedure not only makes it possible to lower 
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the proportion of scrap used because of the oxygen present in the ore, it also 
replaces additional scrap because of the presence of the metallics in the iron ore. 

There are a substantial number of steel producers that have not fully adopted 
the new techniques. But the various aspects of oxygen usage are known and 
available, and it is now possible to efficiently operate an open-hearth furnace 
on 80 percent hot metal and 20 percent scrap. 


DIRECT REDUCTION 


“Direct reduction” of iron ore has received a great deal of publicity in recent 
years. First, we should realize that the “direct reduction” term is misleading, 
since the blast furnace is also a method of directly reducing iron ore. A more 
accurate way of describing what has come to be called “direct reduction” would 
be to call it “nonblast furnace methods of producing iron from iron ore. It 
cannot be denied that one or several of the reduction techniques now under 
development may have a significant future effect on scrap demand. However, it 
is impossible to predict at this early stage precisely what that effect will be. 
It is important to understand that, regardless of the glamour and appeal of these 
new techniques, the blast furnace is a powerful competitor and it apparently 
will be a substantial length of time before new reduction methods have more 
than a negligible impact on purchased scrap demand, as far as open-hearth 
furnaces and oxygen vessels are concerned. 


OXYGEN CONVERTERS 


Just as in the case of direct reduction, oxygen converters have been well 
publicized in the press and in periodicals. So far the steel industry appears to 
have taken enthusiastically to the oxygen converter, as evidenced by the fact 
that since 1955, when there were no oxygen vessels operating domestically on a 
commercial basis, oxygen converter capacity has increased to over 4 million 
tons. Expansion in oxygen converter capacity will have a detrimental effect 
on purchased scrap demand, since the oxygen converter operates on a scrap 
charge of 8 to 25 percent. 


{Reprinted from Waste Trade Journal, Sept. 8, 1956] 
AN INTERVIEW WITH RALPH ABLON, OF LURIA Bros. 
(By Si Wakesberg, editor, Waste Trade Journal) 


Current steel mill demand for scrap will probably continue through February 
of 1957, Ralph Ablon, president of Luria Bros. & Co., Ine., told the Waste 
Trade Journal in an exclusive interview. 

For the immediate picture, Mr. Ablon foresaw no basic change in scrap 
prices until something occurs to alter the overall demand for scrap. But, for 
the long-term view, he warned that the steel industry was seeking to make itself 
less dependent on high-priced scrap and to increase “hot metal’ production and 
devote more time to developing effective scrap substitutes. 

Interviewed in his office at 99 Park Avenue in New York City, the 40-year-old 
executive of the largest scrap concern in the world freely answered a series of 
18 questions put to him by this reporter. The questions dealt with domestic 
demand and prices, exports, dealer-mill relationship, as well as with the opera- 
tions of Luria Bros. 

One of the most prominent members of the scrap industry, Mr. Ablon is a 
former president of the Institute of Scrap Iron & Steel. 

Following are the questions asked Mr. Ablon and his answers: 

Question. Now, that the steel strike is over and the steel mills are in the 
market for scrap supplies, do you believe the present demand for scrap will be 
sustained for the remainder of the year? 

Mr. Anton. There seems to be no possibility that demand will lessen. It’s 
difficult to tell real demand from apparent demand but it appears that current 
demand will continue at the present rate at least through February. 
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SCRAP PRICE TREND 


Question. Scrap-steel prices in most districts are higher now than they have 
been since the start of the year. Do you think these prices will hold for the 
rest of 1956? Do you anticipate any higher prices by January of next year? 

Mr. ABLOoN. This year, scrap-iron prices have been a series of peaks and valleys. 
Everybody sells not only what they have on hand but what they anticipate at the 
peaks. When the available supply is sold, it creates a downward trend and 
then we have a price recession. I’d hazard a guess that the present price is close 
to the peak and won’t go very much higher. By the end of September, the 
price may come down somewhat but that in itself will be meaningless as long 
as mill demand holds, for prices will have to go up again. Basically, I see no 
change in the price picture until something occurs to specifically alter the 
overall demand for scrap. 

Question. From your knowledge, has foreign demand for scrap fallen off or 
increased in the past 5 or 6 months? 

Mr. Aston. Foreign demand for scrap has increased in that period and exports 
have been moving at a high rate. I’d like to emphasize that foreign consumers 
are only buying scrap which they must have in order to maintain their own 
steel operation and that includes Europe and Japan. No foreign buyers are taking 
scrap they don’t need—they simply can’t afford to do it at current price levels. 
The whole scrap picture today is a worldwide one and must be viewed on a 
worldwide basis in order to be understood. 


EXPORTS TO JAPAN 


Question. Luria Bros. was recently reported to have contracted for the ship- 
ment of 335,000 tons of scrap to Japan. Is any other company associated with 
Luria in filling this contract? Will you have any difficulties in getting licenses 
to ship this scrap? Was the contract negotiated in Tokyo or the United States? 
A Japanese paper said that Luria now has contracts to ship 500,000 tons of scrap 
to Japan by the end of this year. Will you comment on this? 

Mr. Aston. Luria Bros. has contracted to fill a Japanese order for 335,000 
tons of scrap. There are no other companies associated with Luria in the filling 
of this contract nor are there any agreements or arrangements with anyone 
else. The contract was negotiated in Tokyo and is no different than other con- 
tracts for the sale of scrap which Luria has been negotiating in the past. We 
do not anticipate any difficulties in securing licenses to ship this scrap, particu- 
larly since the shipments are spread over the balance of the year. But, I want 
to point out that granting of licenses is a matter of Government policy over 
which we have no control. The best I can say is that if current Government 
policy on exports continues, there need be no difficulties, In reply to your last 
question, it is difficult to pinpoint—at any given moment—how much scrap is 
still outstanding on unfilled commitments. Some of these unfilled commitments 
have already been filled but I cannot give you any exact figures. 


SCRAP SHORTAGES 


Question. Steel-mill officials have raised the question of scrap-iron shortages 
if exports are maintained at the 1955 level. Do you think that is so? Do you 
believe sufficient scrap can be brought out to satisfy domestic consumption as 
well-as exports? 

Mr. Aston. I do not envisage any scrap shortage. I can understand that 
the steel mills are genuinely concerned over such a possibility but I don’t believe 
that they have anything to worry about. The survey being undertaken by the 
Commerce Department should yield factual information to enable the scrap 
industry and the steel industry to study the matter more carefully. There is 
no doubt that exports of scrap have an effect on the domestic price and it is 
also true that the price structure has an effect on the amount of scrap that will 
be produced. If exports stop, the price will drop and the overall tonnage will 
certainly decline. 

SCRAP SURVEY 


Question. The Department of Commerce has been asked by Congress to under- 
take a survey on scrap iron availability in the United States. Do you think such 
a survey can reach valid conclusions? Are there any difficulties such a survey 
will encounter ? 
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Mr. ABLON. In my opinion such a survey can reach very useful conclusions 
and I think that both the scrap and steel industries will be able to study these 
conclusions most profitably. ‘The main difficulty lies in attempting to assess 
the available scrap supply in so many places and from so many sources and 
estimating the tonnage accurately. Another important stumbling block in such 
a survey is the problem of saying what quantity can be produced at what price. 
For example, more scrap can be produced at $60 a ton than at $30 a ton. How- 
ever, generally, I believe that we can get a good idea of our scrap potential from 
the survey. 

Question. An organization of independent yard dealers in the metropolitan area 
recently held a meeting to discuss the proposed installation of a large Harris 
press in your Brooklyn yard. The implication was that the smaller dealers in 
the area who handle light iron would suffer because of the presence of this press 
which bales two autos in a matter of seconds. Would you care to comment on 
this? Has Luria such presses elsewhere or does it intend to install them 
elsewhere? 

Mr. ABLON, I regret the feeling of the independent yard dealers that this press 
will harm them, This is not our intention and will have no such result. Actu- 
ally, we bought the press because our Brooklyn yard handles large amounts of 
bulky and somewhat unattractive No, 2 steel (as compared with more attrac- 
tive No. 1 steel) and we want to utilize it for this No. 2 steel. Luria’s business 
has been based upon services offered to both consumers and dealers and it is our 
intention to offer such services in the future to the best of our ability. This 
particular piece of equipment may be larger than others we have bought in the 
past but it is necessary to the proper operation of a scrap yard. We have no 
similar presses elsewhere but we may have to install such presses—or other 
equipment—in the future, consistent with our policy of using the most efficient 
modern equipment for the best service to our customers. 

Question. In recent weeks we have published announcements that a number 
of prominent persons in the scrap industry have joined the Luria organization. 
Does this represent a program of expansion on the part of the company ? 

Mr. ABLoN. Luria Bros. does not have any program that can be considered a 
program of expansion. At the same time, personnel always has been and will 
continue to be one of the major problems of our company. Let me make it clear, 
however, that we have not solicited the services of anyone and would not solicit 
the services of individuals connected with other organizations nor offer them 
inducements to come with us. In the event we are approached by any individual 
wanting to join us and if we believe that this individual can fit into our picture 
or serve some useful function we are quite willing to discuss the question. 

Question. The Institute of Scrap Iron & Steel has been carrying on a program 
for new uses of scrapiron. Do you believe there can be new uses for scrap except 
for steelmaking? 

Mr. Aston. I doubt very much if any new uses can be found except for re- 
melting, in sufficient tonnages to make a difference. However, I think a research 
program of this kind is valuable in that it offers an opportunity to increase the 
use of scrap and make it more desirable for the steel industry which is getting 
to be more and more specialized. Mill demand for high grade scrap has become 
much more pronounced in recent years. Look at the difference between the price 
of No. 1 and No. 2 steel. Mills are paying a premium for No. 1 steel which could 
not be justified if secondary grades were more desirable. 


PROBLEM OF QUALITY 


Question. Regarding the quality of scrap being shipped currently—we haven't 
been hearing much lately bauot the quality of No. 2 bundles as we did a year 
or two ago. Are shippers baling their scrap more carefully—have dealers made 
progress in segregating and packing their scrap? How can the industry broaden 
its educational program for the proper preparation of the lower grades of scrap? 

Mr. Aston. There has been progress in eliminating the so-called loaded 
bundle. Aside from that, the dealer is being forced by the very nature of cur- 
rent mill needs to make a better bundle. Frankly, I think the question of the 
No. 2 bundle is the most serious thing the industry has to face at the present 
time. The Scrap Iron Institute has been doing a fine job in educating dealers 
to impreve the quality of bundles and in working with the steel industry to find 
a better place for such bundles in the existing price structure. 
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FTC HEARINGS 


Question. The Federal Trade Commission hearings have been dragging on 
for a long time. Thousands of words of testimony have been taken and many 
witnesses heard. In your opinion what have the hearings accomplished? 

Mr. Apion, I think it would be unwise for me to comment on the accoimplish- 
ments of the hearings since it would only be the opinion of an interested party 
or speculation on my part and would therefore be meaningless. I am convinced 
that the FTC is doing a thorough and detailed investigation of a difficult and 
little understood i::dustry. 

DEALER-MILL RELATIONS 


Question. Would you say that the relationship between the scrap industry 
and the steel industry has worsened or improved in the past year? 

Mr. AnLon. Basically, the relationship has become more controversial. Scrap 
is certainly in a more precarious position and has lost esteem in the eves of 
the mills. This is not the fault of the scrap industry but rather a matter of 
price which compares unfavorably to “hot metal” and is also based on the fact 
that serap occupies a more volatile position in the cost picture today than it 
did in the past. The result is that there has been a renewed effort on the part 
of the steel industry to make itself less dependent on high-priced and volatile 
scrap and to increase blast furnace construction and rely more on “hot” metal, 
In addition, research departments in all steel companies are devoting much time 
to the possibilities for the direct reduction of iron ore in the production of 
synthetic scrap which would be an effective scrap substitute and which could be 
produced on a basis where cost could be determined in advance and fitted into 
the overall cost structure—such as coal, ore, limestone, ete. There has been 
much more progress in this field than is generally known. Only certain technical 
difficulties remain to be solved, following which it will be possible to produce 
synthetic scrap at prices which compare favorably with “hot” metal. 

Unfortunately for the scrap industry, the possession of the ore fines necessary 
for this process, together with large capital investments required, would indicate 
that when such a development is feasible it will be done directly by the steel 
industry and could, if carried to any considerable degree, greatly reduce the 


dependence of the steel industry on purchased scrap. The production of this 
synthetic scrap can be obtained from a unit which costs roughly 50 percent of 
the cost of a blast furnace with the same production capacity and can utilize 
types of ores not particularly desirable in blast furnace operations. 


FUTURE OF SCRAP 


Question. What, in your opinion, is the future of scrap in the Nation’s economy? 

Mr. Aston. The future of scrap depends almost entirely on the growth and 
development of the scrap iron industry. For the industry to enjoy a larger 
market with the steel industry it must supply the type of material and service 
which the steel industry is accustomed to receive from companies supplying them 
with coal, limestone, and ore. It is frankly almost impossible to see how that 
can be done by an industry which has so many small and divergent factors. 
I believe that the steel industry will not go along for many years without finding 
a substitute or a direct approach to problems that confront them as to price and 
quality. Periods of depressed demand, following periods of sustained demand, 
have heretofore permitted the scrap industry to reassume its position of being 
able to supply more constant quality with less violent price fluctuations. But this 
has occurred only in periods of relatively restricted demand. 

My own feeling is that the scrap industry must supply quality scrap and 
quality service and do whatever it can to avoid the violent price fluctuations— 
which unfortunately are often quite beyond its ability to control. 
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